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1951 EXTENSION OF THE RECIPROCAL TRADE 
AGREEMENTS ACT 


MONDAY, JANUARY 22, 1951 


Hovust oF REPRESENTATIVES, 
ComMitrTrEE ON Ways anp MbEANs, 
Washington, ioe a 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The Cuatrman. The committee meets today to begin hearings on 
H. R. 1612, a bill introduced by me on January 17, extending the au- 
thority of the President to enter into foreign-trade agreements for a 
period of 3 years from June 12, 1951. 

1 ask unanimous consent to insert at this point in the record the 
bill, H. R. 1612. 

(The matter above referred to is as follows:) 

[H. R. 1612, 82d Cong., Ist sess.] 
ANBILL To extend the authority of the President to enter into trade agreements under section 350 of the 
larit? Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the Trade Agree- 
ments Extension Act of 1951”. 

Sec. 2. The period during which the President is authorized to enter into 
foreign-trade agreements under section 350 of the Tariff Act of 1930, as amended 
and extended, is hereby extended for a further period of three years from June 
12, 1951. 

The Cuarrman. The first witness this morning is the Secretary of 
State, Hon. Dean Acheson, who will outline the broad policy questions 
involved and who will, I understand, have the assistance of Mr. 
Willard L. Thorp, his Assistant Secretary for Economie Aifairs, and 
Mr. Winthrop Brown, Director of the Office or International Trade 
Policy, in answering detailed questions on the administration of the 
Trade Agreements Act. 

Mr. Secretary, would you prefer to make your main statement free 
of interruption and answer questions later? 

Secretary Acureson. I would appreciate it if we can proceed in that 
way, Mr. Chairman. 

The Cuarrman. You may proceed, Mr. Secretary. 
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STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE, 
ACCOMPANIED BY WILLARD L. THORP, ASSISTANT SECRETARY 
FOR ECONOMIC AFFAIRS, AND WINTHROP BROWN, DIRECTOR, 
OFFICE OF INTERNATIONAL TRADE POLICY 


Secretary Acueson. Mr. Chairman, I am appearing today in 
support or H. R. 1612, a bill to extend the Trade Agreements Act for 
a further period of 3 years. Statements in support of the bill are 
also being sent to the committee by the Secretaries of Agriculture, 
Commerce, Defense, Interior, Labor, Treasury, and the Administra- 
tor of the Economic Cooperation Administration, 


PRESENT SERIOUS SITUATION 


I want, first, to place the trade-agreements program in’ the context 
of our total foreign policy. The President, in his state of the Union 
and budget messages, has described the challenge of our times and 
what we as a people and as a Government must do to meet it. He 
has explained that this challenge is not only the threat of military 
aggression. It is also the threat of subversion, of stirring up class 
strife, of exploiting discontent, of preventing economic improvement, 
He has pointed out that we must be prepared to meet this threat in 
both of its aspects. 

To do this we must do everything possible to build up the strength 
of the free world and to give its people a real stake in its future. 

There is great need in the world today for expansion of production, 
so that the peoples in the less developed areas may look forward to 
better living conditions and have a democratic alternative to the 
promises of the Kremlin. We will need to continue economic 
assistance for this purpose. 

In other areas where postwar recovery is nearly complete, some 
countries will need further economic assistance to mount the necessary 
effort for our common defense. 

Another integral part of the process of building strength in the free 
world has been the effort to expand the flow of trade. Only by a 
greater exchange of goods between countries can the full benefits of 
economic development and greater production be maintained. 

The trade-agreements program has been a major element in our 
participation in this process of expanding world trade. 


ECONOMIC PROGRESS SINCE THE WAR 


In facing the crucial peril of today, we can be thankful that so 
much has been accomplished since 1945 in rebuilding the economic 
strength of many areas of the world. 

Our own country has higher levels of employment and production 
than ever before. With the aid of the European recovery program, 
the countries of Western Europe have made remarkable progress in 
the restoration of their production and in building up their economic 
strength. Production in Latin America and in other areas of the 
world has ——— increased. Considerable progress has been 
made toward a restoration in balance in the international balance 
of payments of many countries. 
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Through the economic development programs of various govern- 
ments, the point 4 program and the technical-assistance programs of 
the United Nations, a concerted eifort has been begun to help improve 
economic conditions in the underdeveloped areas of the world. The 
more developed countries have started to share with the people in 
those areas some of the skills and some of the knowledge which will 
help them to improve their present unsatisfactory standards of living; 
which will give them a real stake ip the future. 

Important steps have been taken for the expansion of world trade. 
Tariffs have been reduced over a wider area of world trade than ever 
before. Agreement has been reached limiting the use of various 
forms of trade restrictions. A wide area of trade in Europe has been 
entirely freed from quotas. Some important restrictions in the 
Western Hemisphere have been lifted completely. 

Each of these activities has contributed in its own way to building 
greater strength and greater unity in the free world. Each has 
produced both immediate improvements and promise for the future. 
Kach has been carried on by many countries working together. 
None could have achieved comparable results if the various countries 
had been working separately and alone. 


NEED TO MAINTAIN GAINS 


It is essential that these gains should be preserved. Wherever 
possible, they should be carried forward. In mobilizing to defend 
ourselves, we must not neglect or lose sight of the positive things 
that we are fighting for. 

It is obvious that for some time to come large areas of world trade 
will be under some kind of control. Some of these controls, for 
example, will be imposed for security reasons. Others will be im- 
posed to assure an equitable distribution of scarce materials. Yet 
there will still be a substantial volume of trade moving in regular 
commercial channels. But we do not want those controls to go 
beyond what is really necessary. We do not want any unnecessary 
obstacles to interefere with the flow of needed goods. It is essential to 
our security and well being that the objective of expanding trade be 
kept constantly before us and that the instruments for such expansion 
be kept available and used wherever and whenever possible. 

The Trade Agreements Act is such an instrument. The act has 
enabled the United States to participate for many years in the practi- 
cal work of world-wide tariff reduction. It has done more than that. 
It has become a symbol of United States determination to lead in the 
cooperative effort to expand world trade. 

Renewal of the act will reaflirm that determination. Failure to 
renew the act would be a symbol of withdrawal from that cooperative 
effort. 


OPERATIONS UNDER THE ACT 


The Government agencies which have been administering the act 
over the past 16 vears have rendered an account of their stewardship 
from time to time in the hearings which have been held before this 
committee on the occasion of the successive renewals of the act. 
] would like, however, to summarize briefly the scape of what has 
been done under the authority of the Act and to refresh the committee's 
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recollection again as to the manner in which the act has been admin- 
istered. 

The results of the operation of the trade-agreements program to 
date set forth authoritatively and in detail in the reports of the Tariff 
Commission to the Congress. The most recent of these reports 
covers the period April 1949 to June 1950 and has, I believe, recently 
been made available to this committee. 

During the course of the vears in which the Trade Agreements Act 
has been in effect, we have negotiated trade agreements with 45 
countries, with which in 1949 we carried on about 75 percent of our 
foreign trade. These countries and ourselves together carry on 82 
percent of the total trade of the world. 

In these negotiations the administration has kept continuously in 
mind the needs of producers and workers in both American industry 
and American agriculture. ‘The concessions we have granted have 
applied almost equally to agricultural products and nonagricultural 
products. On the other side of the ledger slightly more concessions 
have been obtained fer agricultural products in other countries than 
for nonagricultural products. 

The earlier agreements negotiated under the act were agreements 
sunply between ourselves and one other country. There are now 14 
of these bilateral agreements. 

Under the 1945 renewal, however, a new approach was used, which 
was designed to increase the benefits to be obtatned under the program 
and to widen the area of world trade covered by reductions of tariffs 
and tariff preferences. 

This approach was to invite a number of countries to negotiate with 
us simultaneously and at the same time to negotiate with each other. 
The effect was to extend the area of reductions of tariffs and prefer- 
ences to the trade between the other countries themselves, and thus 
greatly to increase the potential effect of the negotiations upon the 
level of world trade. Moreover, the United States becomes entitled 
to the benefits of the tariff concessions and preference reductions 
made by the other countries to each other, as well as those negotiated 
directly with us. 

The result of these multilateral negotiations is embodied in the 
general agreement on tariffs and trade. This technique has proved so 
successful that 32 countries are now parties to that agreement and 7 
more are now negotiating to accede to it at Torquay. The products 
included in the tariff schedules of the general agreement account 
for somewhat over half the entire trade of the world. 

A further reason why the multilateral approach was felt to be more 
effective in helping to expand trade was that it would mean a far 
wider application of the genera! provisions of trade agreements. 

These general provisions, as the committee will recall, obligate the 
parties to the agreement to do such things as give each other most- 
favored-nation treatment, not to put disguised tariffs on imports in 
the form of discriminatory internal taxes, to minimize the restrictive 
effect of customs regulations, to limit the use of quotas, not to increase 
preferences, pernut them to take action necessary for their national 
security, and so forth With the large number of countries now 
parties to the general agreement, these provisions constitute an im- 
portant body of international commercial policy rules, and have 
provided a basis for the settlement of a variety of trade disputes. 
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The —— meetings of the parties to the general agreement have 
provided a convenient opportunity for each country to put into 
actual can tice the vital principle of otindiine with other countries 
before taking action which might adversely affect their trade. The 
atmosphere around the table has been one of mutual understanding, 
cooperation, and respect. We hope to be able to find ways of strength- 
ening the general agreement and making its operation even more 
effective. 

Thus these trade-agreement negotiations have brought about a 
substantial reduction of tariffs and of tariff preferences on a very 
wide area of the world’s trade. 

It is particularly notable that during the period of this activity the 
people of the United States have achieved the highest levels of pros- 
perity and real personal income that this country has ever know: 
This great expansion of employment and consumption is one of the 
significant factors which enables our economy to make its maximum 
contribution to the expansion of world trade. 

The standards of wages and working conditions of the wage and 
salary earners of the United States, as well as the standards maintained 
by our farmers, during this period have been the highest in history. 
These standards will continue to improve over time. What has been 
truly remarkable about this tmprovement has been the generality 
with which standards have risen—the way in which workers and 
farmers in all segments of industry have benefited. This phenomenon 
should put to rest for once and for all the old fear that a lowering of 
tarill barriers would depress labor standards in the United States. 
Despite substantial differences In money wages paid to workers in 
our farms and factories and those paid abroad, the superior efficiency 
of our industry and agriculture has offset the apparent wage dis- 
advantage. So much so, in fact, that it is United States competition 
that is feared in many areas of the world, rather than the competition 
of countries Where wages are low and efficiency is equally low. 

There are some special cases in which disparities in wages might 
create some degree of competitive problem, even for United States 
industry. This is particularly the case in industries where there has 
been relatively little mechanization and where labor cost is still 
very large proportion of total cost. The record of action under the 
Reciprocal Trade Agreements Act demonstrates clearly that we have 
been fully aware of this situation, and that we have carefully acted 
with respect to situations of this kind in a manner that would avoid 
serious injury to the industry and the workers involved. 

The trade-agreements job has been very carefully done. 

In the first place, all of these negotiations, whether bilateral or 
multilateral, have been conducted on a product-by-product basis, 
This has enabled us and the other countries to take into account the 
needs and problems of particular industries on the basis of the facts 
of each case. No country has been obligated to give concessions on 
any particular product. No country has been expected to give con- 
cessions unless it got satisfactory concessions in return. And every 
agreement negotiated since 1943, including the general agreement, 
has included a general escape clause. This clause permits the with- 
drawal or modification of a concession if, as a result of unforeseen 
circumstances, imports increase in such a manner as tocause or threaten 
serious injury to domestic producers. 
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The procedures followed within the United States Government are 
carefully designed to permit maximum scope for negotiation and at 
the same time to guard against injury to domestic interests. 

Responsibility for decisions under the act rests upon the President. 

Because of the wide variety of interests which are necessarily in- 
volved in the tariff problem, the President has entrusted it to a 
committee composed of representatives from a number of agencies, 
each of which ts directly concerned with important aspects of the 
problem. These agencies are the Departments of Agriculture, Com- 
merce, Defense, Interior, Labor, State, and Treasury; the Economic 
Cooperation Administration; and the Tariff Commission. This com- 
mittee is known as the Trade Agreements Commiitee. It is chaired 
by a representative of the Department of State. 

This committee makes its recommendations directly to the Presi- 
dent. 

The members of the Trade Agreements Committee attend the 
conferences at which tariff negotiations are held, such as the con- 
ferences at Geneva and Torquay. The negotiating teams, which 
handle the actual details of the day-to-day negotiations, also include 
members from several agencies. 

During my vears of Government service, I have been in reasonably 
close contact with trade agreements work. I think it can fairly be 
said that the operation of the trade agreements organization over 
the years has been one of the most effective examples of interagency 
collaboration developed within the Government. 

[ have brought with me two statements which describe exactly 
how a trade agreement is made and the safeguards with which the 
administration of the act is surrounded. I would like to submit these 
for the record. 

The CuarrMan. It is suggested by Mr. Reed that we have them 
read. How long are they, Mr. Secretary? 

Secretary Acueson. About eight or nine pages each. I have them 
here. 

The Cuatrman. Would you like to read them at this point, or 
when vou conclude? 

Secretary Acurson. I would like to read them at the end of my 
statement and in the meantime continue my statement. 

The Cuarrman. Mr. Reed requests that they be read; so after 
you conclude your main statement, you will please read or have read 
the matters vou request be inserted in the record. 

Secretary Acueson. Yes, sir; I shall be glad to do that. 

There is one point, however, that I would like to stress. The 
Congress has wisely required that public notice shall be given before 
the President concludes any trade agreement, so that anyone inter- 
ested may be able to present his views and have them considered. 
Particular efforts have been made to get the largest possible amount 
of information from the public about products that may be involved 
in any negotiation. Every product that may possibly be considered 
for a tariff concession is described in the notice of a prospective 
negotiation. Written briefs are solicited. Public hearings are held 
at which people interested can appear to supplement their briefs and 
answer questions. The information thus obtained is analyzed by the 
experts of the various departments and forms an integral part of the 
basis for the recommendations of the Trade Agreements Committee 
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to the President. Thus, every possible effort is made to ensure that 
those recommendations are based on full and up-to-date kuowledge 
of the facts. 

It is indicative of the care with which the program has been” ad- 
ministered by the interdepartmental trade agreements organization, 
that out of all the hundreds, even thousands, of individual United 
States tariff items which have been reduced or bound in these agree- 
ments during the life of the escape clause, there have been only 20 
applications for its use. Six of these applications are still pending 
before the Tariff Commission. Of the 14 that have been dealt with, 
only one has been found by the Tariff Commission to justify action. 
In that case, action was promptly taken and the concession in question 
was withdrawn. 

The Trade Agreements Act has become a fundamental part of our 
foreign policy. Each renewal by the Congress has been a welcome 
indication to the rest of the world of the desire of the United States to 
play a leading part in the constructive work of expanding world trade. 
It is important now, as it has been in the past, that this poliev be 
reaffirmed. 


NO LARGE-SCALE NEGOTIATIONS IN PROSPECT 


The next 3 years will necessarily be a period of consolidation and 
adjustment in the trade field rather than of major progress forward. 

When the conference now going on at Torquay is over, participating 
countries will want to have a period of time in which to test and 
observe the operation of the tariff rates there agreed upon. Moreover, 
it is obvious that the great uncertainties of the world situation are 
likely to persist for some time. It is, therefore, not expected that 
there will be another Torquay within the life of the extension provided 
for in H. R. 1612. 

Adjustments in existing agreements will, however, undoubtedly be 
desirable from time to time. It is possible that it may be desirable 
to negotiate with one or two countries not represented at Torquay, 
either for their accession to the general agreement or bilaterally. It 
is possible that some negotiations may develop in connection with 
efforts to promote greater integration in Europe which will involve 
some products in which we are interested and in which it would be to 
our advantage to participate on a limited scale. 

Consequently, an extension of the President’s authority is essential. 
The Administration does not, however, believe that any change is 
needed in the limitation now included in the Trade Agreements Act 
on the permissible range of reduction in rates of duty. It, therefore, 
fully endorses H. R. 1612, introduced by the Chairman. 

In conclusion, I would like to return for a moment to the central 
idea which | expressed at the beginning. Our primary objective is 
to build strength and unity in the free world. Our whole program 
must create immediate military strength and the economic base on 
which military strength depends. It must create incentives to work 
to achieve and maintain that strength. 

Continued participation by the United States in the cooperative 
effort to improve the conditions of world trade will be recognized 
both at home and abroad as one clear indication that behind the shield 
of military power which we and our allies are creating, the techniques 
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of growth and expansion are being maintained intact. Continuation 
of the trade-agreements program is one way in which we can assure 
the peoples of the free world that economic expansion and rising living 
standards for all countries is still the goal of the United States. 

The Caarrman. Does that complete your main statement, Mr. 
Secretary? 

Secretary Acnrson. Yes, sir. 

The Cuarrman. Now we will go back to page 5 where vou referred 
to the statements which describe the character of the trade agree- 
ments, and so forth. Mr. Reed suggests those be read. 

Mr. Rexp. One of the members of the minority has suggested that 
to go over the procedure of entering into these agreements would 
consume considerable time. The Secretary is a very busy man and, 
of course, different members will wish to ask questions of him. There- 
fore, 1 propose you give just a little summation of the procedure 
offhand, and that would give us a little picture of how it works. 

The Cuarmman. If that is agreeable, the memoranda will be inserted 
at this point in the record. 

(The matter submitted for the record by Secretary Acheson is as 


follows: ) 
How a Trape AGREEMENT Is Mape 


The decisions involved in making a trade agreement are made by the President, 
for it is to him that the authority to negotiate trade agreements within certain 
limits has been given by the Congress in the Trade Agreements Act of 1934. 
This act, which became a law on June 12 of that year and has since been renewed 
six times, empowers the President to conclude trade agreements with other coun- 
tries. In return for reductions in their barriers against American goods, he may 
modify United States tariff treatment or other import restrictions on goods from 
abroad. United States concessions may consist of (a) a reduction in the United 
States tariff rate; (4) binding of that rate, i. e., an agreement not to increase the 
rate; or (c) a binding of duty-free status, i. e., agreement not to impose a duty on 
an article which is admitted free of duty when the agreement is concluded. 

In making decisions under the Trade Agreements Act, the President is required 
by law to consult the Departments of State, Commerce, Agriculture, and Defense 
and the Tariff Commission. In practice, he gets a broader range of advice for he 
has, by Executive order, set up an interdepartmental group called the Trade 
Agreements Committee, which includes not only the agencies that he is required 
by law to consult but also representatives of the Departments of Labor, Interior, 
and the Treasury and the Economic Cooperation Administration. From time 
to time other departments and agencies are consulted when problems of particular 
interest to them arise. 


FIRST STEP——-THE COUNTRY COMMITTEE 


The first thing done in preparing for a negotiation with a particular country— 
call it country \—is for the Trade Agreements Committee to appoint a so-called 
country committee, a committee made up of officers of the different agencies 
which have members on the Trade Agreements Committee. These officers are 
selected because they are experts on our trade with country X. This country 
committee then studies the statistics of this trade and picks out for possible tariff 
negotiation the products which we import from country X and for which country 
X is the principal supplier. The committee also chooses the items which country X 
imports and for which the United States is the principal supplier. It may also 
include in the list of that country’s imports some products in which our exporters 
have a particular interest, even though we may not be the principal supplier. 
Conversely, it may also include in the list of United States import items some 
products which are of particular interest to country X, although it may not be 
the principal supplier. 
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TRADE AGREEMENTS COMMITTEE MAKES RECOMMENDATIONS 


Having done this, the Trade Agreements Committee sends the list of United 
States import items to the President for approval. 

When the President has approved the list with such changes as he may wish 
to make, it is published and a date is set for public hearings to obtain the views 
of all interested persons and groups as to whether concessions on any of the items 
should be made. These hearings are held by the Committee for Reciprocity 
Information, which is composed of the same agencies and the same individuals as 
the Trade Agreements Committee. Originally the two committees had different 
membership, but it was decided some time ago that it was very important that 
the people who hear the views of the public be the same as those who make the 
recommendations to the President. 

The notice that goes out with the list makes the following points clear: 

1. That everyone who has an interest in the items on the list is invited to make 
known his views about whether a concession should be granted. 

2. That the inclusion of a product in the list does not mean that any decision 
has been made as to whether a concession will or will not be granted. 

3. That no concession will be granted on any product which is not contained in 
a public list. 

4. That interested people are requested to give the committee their opinions 
as to concessions which should be asked by the United States from the other coun- 
tries with which it is negotiating, as well as their views about possible concessions 
in the United States tariff. 

5. The time and place at which briefs must be filed and the time and place at 
which the hearings will be held. 


INTERESTED PERSONS PRESENT VIEWS 


A very considerable effort is made to see that this list and notice get the widest 
possible distribution. Both are published in the Federal Register, and the notice 
is published in the State Department Bulletin, Treasury Decisions, and Foreign 
Commerce Weekly. Copies are sent to every Member of Congress and in quantity 
to all the district offices of the Department of Commerce for dissemination to 
interested people. Over the course of the years, an extensive list of people who 
are interested in hearing about trade-agreement matters has been built up, and 
copies of the notice and the public list are sent to everyone on it. Moreover, 
many of the trade associations, trade journals, chambers of commerce, and so 
forth frequently purchase quantities of the notice and list for distribution to their 
members. The list and notice are of course also given to the press. 

All individuals or groups who wish to express views about a product on the 
list are required to file a written memorandum in advance of the hearings. They 
may appear and present supplemental information and answer questions if they 
so desire. Though this is not required, most people avail themselves of this oppor- 
tunity. The material contained in the briefs is kept confidential, but the material 
elicited as a result of questioning at the public hearings is of course public infor- 
mation. 

Copies of the briefs are furnished to the members of the country committee, 
to the members of the Trade Agreements Committee, and to any other people who 
may be involved in the conduct of the hearings. The briefs are first analyzed by 
Government experts on the particular product with which they deal so that the 
officials who are to conduct the hearings have in advance the result of expert 
analysis of the brief and suggestions as to additional information to be elicited 
before or during the hearings. 

After the hearing is concluded, the information elicited at the hearing, the 
information contained in the briefs, and the information in the Government files 
with respect to each product is then studied by a country committee. The com- 
mittee makes a recommendation as to whether a concession would be justified and, 
if so, what the nature of the concession should be. These recommendations are 
presented to the Trade Agreements Committee, which reviews them item by item, 
and approves, modifies, or rejects them. 

The same process is gone through with respect to concessions to be requested 
of country X. 
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HOW DECISIONS ARE ARRIVED AT 


The decision in each case is based upon a variety of factors. The Committee 
considers, for example, the relation of imports to domestic production. Are im- 
vorts @ large part of the amount consumed in the United States or a small part? 
t considers what the trend has been on this point. Have imports been taking an 
increasing part of the domestic market, a smaller part or has the relation between 
imports and domestic production remained substantially stable? 

t considers whether the type of product being imported from country X is a 
type which is competitive with the domestic product. Is it a speciaity, for ex- 
ample, which has a particular appeal because it 1s imported and no similar prodnet 
is produced in this country? Is it something which is identical to what we pro- 
cuce and therefore directly competitive? Or does it fall somewhere between these 
categories? 

It considers whether the domestic industry is on an export basis. If, for ex- 
ample, the domestic industry has a large export business, there would be a reason- 
ably clear indication that it is able to compete in third markets with the foreign 
product, and therefore a reduction in the tariff would not be likely to cause any 
injury. 

The Committee also takes into account such matters as whether the domestic 
industry is a large and diversified industry located in many places end producing 
a wide variety of products, or whether it is an industry concentrating on the par- 
ticular product involved and located largely in one community. This has en im- 
portant bearing, of course, upon the possible impact of imports on the domestic 
industry. 

The Committee also considers the nationel security aspects with respect to 
particular products. 

Then the Committee considers whether it would be desirable or possible to 
make & concession on only part of the tariff category that may be involved. For 
example, it might well be that a substantial reduction in the tariff on imports of 
a product above a certain value would not have any appreciable effect on the 
domestic industry, whereas a comparable reduction on lower-value products 
might have a considerable impact. 

The Committee may also take into consideration the advisability of making a 
limited reduction through the use of a tariff quota or other devices. For example, 
the Committee may decide that a reduced duty should apply to only a specified 
percentage of average United States production of the product. Or, to take 
another example, the Committee may decide to reduce the duties but to reserve 
the right to increase the rates if imports exceed a certain percentage of United 
States production of similar products. 

All of these factors and others are taken into account in making a recommenda- 
tion as to a concession on any particular product. 


RECOMMENDATIONS GO TO THE PRESIDENT 


The Trade Agreements Committee is very reluctant to recommend a concession 
which any one of the members feels strongly would be likely to result in serious 
injurv. Sometimes, however, there is a divided view among the members of 
the Committee. In such a case, the dissenting member or members write out 
the reasons for their opinion. These are forwarded by the Chairman of the Com- 
mittee direct to the President, together with a statement of the views of the 
majority and the reasons for that opinion. This is required by the Executive 
order and is the invariable practice. 

The recommendations of the Committee are forwarded direct to the President 
with a request for his approval. The President considers the recommendations, 
decides which he will follow in the event of any disagreement, and advises the 
Chairman of the Committee of his decision. 

This decision of the President constitutes an instruction to the United States 
negotiators. It authorizes them to make the concessions they recommend pro- 
vided that they can get from the negotiating country the concessions which they 
have recommended the United States should ask. 


ACTUAL BARGAINING BEGINS 


The next stage is that of negotiation. The negotiation is conducted normally 
by a team consisting of representatives of the Department of State, the Tariff 
Commission, and the Department of Commerce. When significant agricultural 
items are involved, there is usually an adviser from the Department of Agri- 
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culture. At other times, there may be a representative from the Department of 
the Treasury. Other agencies are represented by advisers when their interests 
are involved. 

The offers and requests are presented to the country X negotiators, and the 
bargaining takes place around the table, usually for a considereble period of time. 

The negotiating team makes the best bargain it can within its instructions and 
then reports to the Trade Agreements Committee as to whether it believes an 
agreement possible and makes recommendations to the Committee as to whether 
any changes in the offers initially authorized or in the requests initielly made 
would, in its opinion, be desirable. The Trade Agreements Committee considers 
the recommendations of the team and, if it feels that anv changes in the original 
position are desirable, recommends to the President what changes it thinks 
should be made. 

Normally there are changes as a result of the negotiation. If it develops that 
we are not able to get 2s much as we feel we should, then we pull back some of 
our offers. If we are able to get more than we expected but are asked for more in 
return, the Committee considers whether the bargain would be worth while and 
whether it could be made without danger. 

On the basis of this consideration the Committee makes its recommendations 
to the President for the final decision. If he approves them, the negotiating 
team concludes the agreement on that basis. 


BARGAINING WITH SEVERAL COUNTRIES AT ONCE 


From 1934 until 1947 the United States, under the Trade Agreements Act, 
concluded trade agreements through separate negotiations with each of various 
foreign countries. Tariff concessions in each agreement were based of course on 
the trade between the United States and the other country involved, although, 
under the traditional most-favored-nation policy of the United States, the con- 
cessions granted in any agreement applied to the products of all other countries as 
well. The ‘‘general provisions’’ of the agreements—relating to general trade 
treatment and designed to safeguard the tariff concessions themselves—differed 
in some cases, although they were considerably standardized. 

But at Geneva in 1947, the United States and 22 other countries negotiated 
tariff concessions simultaneously and agreed to one set of general provisions 
those in the General Agreement on Tariffs and Trade concluded then. At 
Annecy, France, in 1949, nine additional countries exchanged tariff concessions 
among themselves and with the original subscribers to the general agreement and 
thus became contracting parties. 

Notwithstanding the number of countries engaged in the negot‘ations, the same 
country-with-country bargaining procedure is followed in exchanging tariff con- 
cessions. The result is that the number of such two-country negotiations has run 
into the hundreds. When all have been completed, all the concessions resulting 
from the separate negotiations are examined and approved by all the participating 
countries and then integrated into the one agreement. 

United States procedure in this bargaining for concessions does not differ under 
the ‘‘multilateral’’ approach from that used in concluding the earlier separate 
“bilateral’’ agreements. ' 

The foregoing paragraphs describe in detail the successive steps followed in 
considering and reaching decisions on each tariff concession which the United 
States may ask or offer in the course of making a trade agreement. Only after all 
these stages have been passed does the President make effective, by proclamation, 
the modifications in United States tariffs which the United States Government 
makes in return for corresponding trade-barrier reductions granted by foreign 
countries and designed to widen their markets for United States products. 





Sarecuarps Emp.toyep UNpER THE TRADE-AGREEMENTS PrRoGRAM To PREVENT 
INsuryY TO UNITED STATES INDUSTRIES 


Measures to assure that no United States industry will suffer serious injury or 
threat of serious injury through a United States concession in a trade agreement 
are provided for (1) in the procedure followed before a trade agreement is negoti- 
ret (2) in the individual concessions themselves, and (3) in the general provisions 
of the agreement which apply after the agreement becomes effective. 


78354—51——_2 





Po te Si, Ae 


; 











12 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


SAFEGUARDING PROCEDURES EMPLOYED BEFORE AGREEMENT IS NEGOTIATED 


Before any concession is even offered by the United States in a trade-agreement 
negotiation, the following procedures are required either by the Trade Agreements 
Act itself or by Executive order of the President: 

(1) The Tariff Commission, a bipartisan, expert body responsible to the Con- 
gress, makes a thorough study of the possible effects of a concession, including 
competitive factors, with regard to each item on which a concession is being con- 
sidered. 

(2) A list of all items on which concessions may be considered is made public. 

(3) Publie hearings are held at which any interested person has opportunity to 
present his views, both in writing and orally, on whether any concession should be 
offered. 

(4) Opportunity is given for informal consultation with interested persons or 
groups. 

(5) Faets and opinions developed through the Taritf Commission studies, the 
hearings, and any other available means are closely examined by the Interdepart- 
mental Committee on Trade Agreements, which includes a member of the Tariff 
Commission, a representative of the Administrator of the Economie Cooperation 
Administration, and representatives of the Departments of State, Agriculture, 
Commerce, Treasury, Labor, Defense, and the Interior. This Committee was 
established by Executive order. 

(6) After considering all available information on each item, the Trade Agree- 
ments Committee decides what recommendations it will make to the President 
as to concessions which might be offered in negotiations. More than 99 percent 
of these recommendations have been unanimous. If any agency disagrees with 
the majority recommendation, that agency submits its dissent, in writing, with 
its reasons, to the President along with the majoritv recommendation. 

(7) After examining all available information regarding a given item included 
in a published list, the Trade Agreements Committee may decide not to recom- 
mend any concession whatever on that item. 

8) The concessions which the President approves form the basis of United 
States offers in the actual negotiations. No United States concessions are actually 
made unless adequate concessions from foreign countries are obtained in return. 

(9) Concessions granted and obtained in the negotiations must be approved by 
the President before they can be put into effect. 

SAFEGUARDS “BUILT INTO”’ INDIVIDUAL CONCESSIONS 

In recommending concessions the Trade Agreements Committee ‘‘tailors’’ each 
one to fit the situation of the product concerned and of any domestic industry 
with whose product the imported article might compete. 

(1) On certain items the concession may be only the “‘binding”’ of the existing 
duty rate of existing duty-free status. ‘‘Binding’’ means agreement not to increase 
the existing tariff on a dutiable item or to impose a duty on a duty-free item. It 
involves no change in the tariff treatment of the item. 

(2) On certain other items, the recommendation may be to reduce the duty 
only 10 or 20 percent instead of the full 50 pereent which would be possible under 
the President’s authority. 

(3) The duty may be reduced on only a specified quantity of imports of the 
product in question. On any imports over this “tariff quota’ the original rate 
remains in effect. Sometimes a concession provides that only certain quantities 
of the tariff-quota product shall be admitted at the low rate of duty per month 
or quarter. This prevents the market from being flooded by large imports under 
the quota at any one time. 

(4) The duty may be reduced on only specified types, grades, or value classes of 
the product in question, the rates on other classifications remaining unchanged. 
On cotton textiles, for example, the United States has reduced tariffs on high- 
quality goods which are normally imported from Western Europe, but not on 
goods of lower quality produced in Japan. 

(5) In some cases, such as that of fresh vegetables, a reduced duty may apply 
only during a specified season when domestic products with which they might 
compete are not being marketed (a ‘‘seasonal quota’’). 


SAFEGUARDS EMPLOYED AFTER TRADE AGREEMENT IS IN EFFECT 


Ever since the Trade Agreements Act was proposed and all through the admin- 
istration of the trade-agreements program, there have been industries which have 
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claimed that they would be injured by the program. There is clear evidence, 
both in the hearings that precede negotiations and in the congressional hearings 
in connection with renewal of the Trade Agreements Act, that in very few cases 
have the fears of injury been justified. However, there are adequate means for 
preventing or remedying any such injury if it occurs after the agreement has gone 
into effect. 

THE ‘‘STANDARD ESCAPE CLAUSE” 


All the trade agreements which have been signed since 1943, including the 
General Agreement on Tariffs and Trade, have included an escape clause under 
which any party to the agreement may modify or withdraw an individual conces- 
sion if it is found that, as a result of unforeseen circumstances and of the conces- 
sion, imports of the item in question are occurring in such increased quantity and 
in such circumstances as to cause or threaten serious injury to a domestie industry. 
Under this clause the concession may be either partly or wholly withdrawn, a 
quota imposed on imports, or a rate of duty even higher than that in effect before 
the concession may be put into effect. 

By joint agreement a substantially identical clause was included on October 13, 
1950, in the trade agreement between the United States and Switzerland, con- 
cluded in 1936. 

For the United States, the eseape-clause action is administered by the Tariff 
Commission, which makes its recommendation to the President, directly and 
without participation of any other Government agency. 

An industry claiming injury or threat of injury resulting from a trade-agreement 
concession applies to the Tariff Commission for an investigation and public 
hearing. If, in the Commission’s opinion, a preliminary examination reveals 
facts warranting a formal investigation, the Commission conducts one and recom- 
mends to the President the action, if any, which should be taken. 

Although the United States has made concessions on several thousand items 
in trade agreements that contain the escape clause, only 20 applications for 
investigations, covering 17 products, have been filed with the Tariff Commission. 
Five of these are still pending. Of the 15 whieh have been disposed of, only one 
(involving women’s fur felt hats and hat bodies) was found by the Tariff Com- 
mission to justify action. In that case the Tariff Commission recommended 
withdrawal of the concession and this was done. 

The careful application of the safeguards observed before concessions are made 
and the way concessions are tailored to particular needs are primarily responsible 
for the fact that need for using the escape clause has been minimized. 


REMEDIES OTHER THAN STANDARD ESCAPE CLAUSE 


Several trade agreements concluded by the United States before the general 
agreement contained clauses under which a concession could be modified or with- 
drawn if it was found that its major benefits were going to some country other 
than the one to which the concession had been granted, and if serious injury to a 
domestie industry was occurring or threatened. 

The 1936 trade agreement with Switzerland, containing this clause, included a 
United States concession on certain types of embroidered handkerchiefs. In 1940 
it was found that large numbers of such handkerchiefs were being imported from 
another country and were threatening injury to a domestic industry. The 
concession was withdrawn. 

The 1939 agreement with Canada included a United States concession on linen 
fire hose. In 1947 it was found that such hose was being imported in large 
quantities from another country and the domestic industry was being threatened. 
That concession, too, was withdrawn. 

The 1939 agreement with Canada included a United States concession on live 
black and silver foxes and on fox furs. On the outbreak of World War II, several 
large European markets for furs were closed and there were considerable increases 
in shipments of furs to the United States. A supplementary agreement, limiting 
the number of furs to be admitted to the United States, was negotiated. 

In the General Agreement on Tariffs and Trade, the United States granted to 
Canada a reduced-duty quota on potatoes, and agreed to increase the quota if 
United States potato produetion should fall below 350,000,000 bushels per year. 
In 1950 the United States sought and obtained from Canada, with the approval 
of the other contracting parties to the general agreement, a waiver under which 
the United States is not obligated to increase the Canadian potato quota unless 
United States production should fall below 335,000,000 bushels. 
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Mr. Kean. Mr. Chairman, after the Secretary leaves, I think we 
ought to have that read in full, so that we can then be able to inter- 
rogate Mr. Brown and Mr. Thorp, who have given attention to those 
details, rather than have the Secretary cover that procedure now. 

The Cuarrman. The Chair sees no objection to that course; so, 
suppose we go ahead now with questions by members of the com- 
mittee. 

Mr. Coorre. Mr. Secretary, I desire to compliment you on the 
splendid state.: ent you have presented here and the very clear picture 
outlining the trade-agreements program. 

I invite your attention to the middle of page 2, where you state in 
the paragraph beginning 

Important steps have been taken for the expansion of world trade— 
and skipping to the third sentence following that where you state: 


A wide area of trade in Europe has been entirely freed from quotas. Some 
important restrictions in the Western Hemisphere have been lifted completely. 

I was wondering if you were prepared to expand that statement 
and give us a little more definite information as to just what those 
concessions are that are mentioned there. 

Secretary Acueson. I have a memorandum on that, Mr. Cooper, 
which I shall be glad to refer to here. 

Mr. Coorer. I was especially interested in that statement ‘“‘A wide 
area of trade in Europe has been entirely freed from quotas.” 

Secretary Acueson. What we are referring to there, Mr. Cooper, 
is the action which was taken in connection with the European 
recovery program through the European Payments Union in which, by 
the establishment of a monetary clearing house with some financial 
assistance from the United States, a substantial part of the quotas 
imposed on the movement of goods within Europe have been removed, 
so that we have a substantial area of trade in Europe in which there 
is a movement of goods unrestricted by quotas. 

Of course, there are tariffs between the European countries; but, 
so far as quotas are concerned, over half of those imposed on private 
trade have been removed under the European payments agreement. 

Also, in another field quotas have been removed—for instance, by 
Canada, which for a long time found it necessary, in order to conserve 
its dollars, to put a limitation on American imports. Those quotas 
on imports have now been removed. 

Mr. Cooper. Then, as I understand your statement, this has 
resulted with respect to that area in Europe where we are so vitally 
concerned in very many of the restrictions between different countries 
there having been removed or lifted, so that there is a greater flow of 
trade between those countries of Europe. 

Secretary Acnrson. Yes, Mr. Cooper. There is a greater fiow 
of trade and an increase in the economic base and stability of the 
economy in that part of the world in which we are very vitally 
interested. 

Mr. Cooper. That would naturally result in a very great improve- 
ment and work directly with the effort this country has been making 
to improve economic conditions existing in Europe. 

Secretary Acneson. That is correct. 

Mr. Cooper. And the trade-agreements program has been _a vital 
factor in assisting in carrying forward the recovery program in Europe? 
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Secretary Acurson. It has been an important assistance. 

Mr. Coorrr. And it is the considered judgment of you and others 
familiar with this program that it should be extended for a period of 
3 years and the pending bill should be favorably reported and enacted 
by Congress? 

Secretary Acurson. Most definitely, Mr. Cooper. 

Mr. Rexp. Mr. Secretary, do you believe in the policy or provision 
with reference to peril points? 

Secretary AcuEson. No, sir. I have been opposed to that. 

Mr. Reep. Why? 

Secretary Acueson. It seems to us it is unnecessary, entirely 
unnecessary, to provide additional safeguards. ‘The experience of a 
greet many years since 1934 under the act has indicated it is not 
necessary. It also seems to us that it introduces procedures which are 
quite unnecessary and harmful to the administration of the act, and 
what it would tend to do would be to defeat the purpose of the act by 
creating rigidities in the administration of the act rather than the 
flexibilitv which is necessary. 

Mr. Reep. I assume you are familiar with the statement of Presi- 
dent Roosevelt when he asked for the legislation on March 2, 1934, 
in which he said: 

The exercise of the authority which I propose must be carefully weighed in the 
light of the latest information, so as to give assurance that no sound and impor- 
tant American interest will be injuriously disturbed, 

Do you recall that part of his message? 

Secretary Acugeson. I do not recall it, but Iam sure you have read 
it correctly. 

Mr. Reep. He continues further: 

The adjustment of our trade relations must rest on the premise of working to 
the benefit and not to the injury of such interests. 

Is not that fairly good authority for the peril-point provision? 

Secretary Acueson. | think that is perfectly sound doctrine. I also 
recall a letter which President Truman wrote to the Speaker of the 
House, I think in 1945 

Mr. Reep. That is right. 

Secretary Acurson. In which he also said as long as he was Presi- 
dent no American industry or agriculture or segment thereof would 
be seriously injured under the act. 1 think that is thoroughly sound 
doctrine, but 1 do not think it is a sound basis for peril-point legis- 
lation. 

We have done exactly that in the administration of this act since 
1934. I think the illustration I gave a little while ago that under the 
escape clause there have only been 20 applications to the Tariff Com- 
mission for relief under the escape clause, 5 of which are now pending 
and only 1 of the other 15 having been found really to have merit, 
exemplifies that. Also, under the terms of the act, quite apart from 
the escape clause, there are methods of dealing with problems which 
arise, as occurred, for instance, with Canada in the fur situation and 
in the potato situation, and so forth, and we have been able, I think, 
to prevent injury from occurring to any part of American industry, 
of agriculture, or any segment thereof. 

Mr. Reep. Prior to the Annecy agreement, did not the Tariff 
Commission make its peril point finding as directed to do under the 
act of 1948? 
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Secretary Acueson. I believe that is so; I think that is right. 

Mr. Brown. That is correct. 

Mr. Reep. Was the peril-point report submitted within the time 
specified by the act? 

Mr. Brown. Yes, sir; it was. 

Mr. Reep. Is it not true that 90 percent of the Tariff Commission 
on this peril point were unanimous? 

Mr. Brown. I do not know, Mr. Reed, what happened inside the 
Tariff Commission. I do know in the hearings before the Senate 
Finance Committee testimony to that effect was given. It was 
pointed out, however, that that 90 percent referred to 90 percent of 
the number of products and were the products where there was no 
controversy and where the case was reasonably clear. The chairman 
of the Tariff Commission testified it was in the more important items 
that made up the 10 percent where there was disagreement. 

Mr. Reep. Will you tell me on how many items or concessions 
Annecy went below the peril points found by the Tariff Commission? 

Secretary Acueson. I cannot answer that. I do not know. Mr. 
Brown may be able to answer that. 

Mr. Reep. Can you find out? 

Mr. Brown. No, sir; I do not think we could get that information. 

Mr. Reep. You could not obtain that information? 

Mr. Brown. I think that is part of the confidential records of the 
Trade Agreements Committee which we have not been able to release. 

Mr. Reep. Are their records confidential? 

Mr. Brown. Yes, sir. 

Mr. Reep. So that not even Congress can have that information? 

Mr. Brown. That is a question which has often been asked, and 
the President has taken the position consistently that the records 
of the Trade Agreements Committee are confidential records of his 
advisers and he cannot disclose them. 

I might add that the act requiring the peril points was repealed 
before the Annecy negotiation was completed. 

Mr. Reep. Mr. Secretary, do you believe that information should 
be confidential? 

Secretary ACHESON. Yes, sir; I believe it should be. 

Mr. Reep. You spoke about the various restrictions or tariff 
barriers which have been removed, such as quotas. Does England 
impose any quotas now? 

Secretary Acueson. They have balance-of-payment quotas; yes, 
sir. 

Mr. Reep. Does France use the quota system now? 
Secretary Acurson. Yes. I believe they all do, outside of the 
Payments Union, for balance-of-payment purposes. 

Mr. Reep. Is that true of the Netherlands, also? 

Secretary Acugson. I do not know in detail, but I should think it 
would be true of all Western European countries that are in the 
balance-of-payments difficulties quotas, in the European Payments 
Union. 

Mr. Reep. They still have quotas? 

Secretary Acueson. Outside of their area, ves. 

Mr. Rerep. What other barriers are now in existence in European 
countries that have not been removed? 
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Secretary Acureson. There are all sorts of barriers. There are the 
ordinary tariffs which are imposed, sanitary regulations, inspection 
provisions. They are the various things whic h exist as barriers in 
that sense. The progress which has been made is in removing those 
that have been the most troublesome and in widening the area of trade 
in Europe. 

Mr. Reep. I assume you would not have the information here, but 
would you mind putting in the record all of the barriers that exist 
now in all of the countries with which we have trade agreements? 

Secretary Acueson. By “barriers,’’? do you mean all of the regu- 
lations of trade which exist? 

Mr. Reep. Yes; that are barriers. 

Secretary Acugeson. | think we can produce them. 

Mr. Brown. We can in general terms. 

Secretary Acureson. Mr. Thorp has asked me to inquire whether 
you are speaking of what are called barriers against the trade of the 
United States. 

Mr. Reep. Exactly. 

Secretary Acueson. Or against the trade of any other part of the 
world. 

Mr. Reep. Exactly. 

Secretary Acurson. Against the United States? 

Mr. Reep. Yes, sir; and also between the countries of Europe 
which, of course, also interfere with the free movement of goods. 

Secretary AcHeson. It may take a little time to do that, but we 
will do the best we can. ‘ 

Mr. Resp. I would like to have that in the record. 

The Cuatrreman. Without objection, it is so ordered 

(The information referred to, when received, will be placed in the 
Committee files. ) 

Mr. Reepv. How many experts were over in Annecy from the State 
Department and the other departments of the Government? 

Mr. Brown. About 90. 

Mr. Reep. Would you mind putting their names in the record and 
their addresses? 

Mr. Brown. We will be very glad to put their names in the record. 

(The information is as follows:) 


Unitrep States DELEGATION TO THIRD SESSION OF THE CONTRACTING PARTIES 
rO THE GENERAL AGREEMENT ON TARIFFS AND TRADE, AND Tarirr N&GO- 
TIATIONS (ANNECY, FrRaNcrE, APRIL 8 TO AUGUST 26, 1949) 


Chairman: Woodbury Willoughby, Chief, Division of Commercial Policy, Depart- 
ment of State, and Chairman, Interdepartmental Committee on Trade Agree- 
ments 

Vice Chairman: John W. Evans, Director, Commodities Division, Office of Inter- 
national Trade, Department of Commerce 

Delegates: 

Philip Arnow, economist, Department of Labor 

Prentice N. Dean, Division of International Programs, National Military 
Establishment 

Laurence Harris, Chief, Trade Section, Office of the Special Representative, 
Economic Cooperation Administration, Paris 

Iver Olsen, Assistant Chief, Commercial Policy and,United Nations Division, 
Department of the Treasury 

Robert B. Schwenger, Chief, Regional Investigations Branch, Office of Foreign 
Agricultural Relations, Department of Agriculture 
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Advisers: 
Georpe Bronz, special assistant to the General Counsel, Department of the 
reasury 
Honore M. Catudal, adviser, Division of Commercial Policy, Department of 
State ? 
Carl E. Christopherson, Foreign Service officer, Office of International Trade, 
Department of Commerce 
Floyd Ek. Davis, acting head, Livestock and Wool Division, Office of Foreign 
Agricultural Relations, Department of Agriculture 
Walter Hollis, assistant to the legal adviser, Department of State 
Lionel C. Holm, Executive Assistant to the Administrator, Production and 
Marketing Administration, Department of Agriculture 
William R. Johnson, Deputy Commissioner of Custoims, Bureau of Customs, 
Department of the Treasury 
H. P. MacGowan, adviser on Trade Agreements Policy, Office of International 
Trade, Department of Commerce 
F. A. Motz, Attaché, American Embassy, Paris 
Vernon L. Phelps, adviser on European Commercial Affairs, Division of 
Commercial Policy, Department of State 
George B. Rogers, agricultural economic statistician, Bureau of Agricultural 
Economics, Department of Agriculture 
Lt. Col. Lester F. Schockner, United States Army, Civil Affairs Division, 
Department of the Army 
Tariff negotiating teams: 
Denmark and Finland: 
Prentice N. Dean (head), Division of International Programs, National 
Militarv Establishment. 
Julean Arnold, Jr., Division of Commercial Policy, Department of State. 
H. P. Macgowan, adviser on Trade Agreements Policy, Office of Inter- 
national Trade, Department of Commerce. 
Sweden: 
Avery F. Peterson (head),! counselor, American Embassy, Stockholm. 
H. Arnold Quirin, Division of Commercial Policy, Department of State. 
Grant Olson, analyst, Seandinavian Section, Office of International 
Trade, Department of Commerce. 
Italy: 
Homer S. Fox (head),? counselor, American Embassy, Ottawa. 
John M. Kennedy, Division of Commercial Policy, Department of State. 
Carl E. Christopherson, Foreign Service officer, Office of International 
Trade, Department of Commerce. 
Howard F Shepston, analyst, Italian Section, Office of International 
Trade, Department of Commerce. 
Greece and Liberia: 
Horace H. Smith (head), first secretary, American Embassy, Athens 
C. Thaver White, Division of Commercial Poliev. Department of State. 
Samuel Goldberg, Acting Chief, Near East-Africa Section, Office of 
International Trade, Department of Commerce. 
Dominican Republic and Haiti: 
Daniel M. Braddock (head), first secretary, American Embassy, Madrid. 
Amelia Hood, Division of Commercial Policy, Department of State. 
Albert J. Powers, Chief, Caribbean Section, Office of International 
Trade, Department of Commerce. 
Colombia, Uruguay, and Nicaragua: 
Howard H. Tewksbury (head),? Chief, Division of River Plate Affairs, 
Department of State 
Elizabeth MeGrory, Division of Commercial Policy, Department of 
State 
William F. Gray, Division of Commercial Policy, Department of State 
Anthony J. Poirier, tariff and trade acreements specialist, Office of 
international Trade, Department of Commerce 
Frederick R. Mangold, Foreign Service Staff, Office of International 
Trade, Department of Commerce 





! During the latter part of the negotiations, after Mr. Peterson’s departure, H. Arnold Quirin was head. 
? During the latter part of the negotiations, after Mr. Fox's departure, Iver C. Olsen was head 
3 During the latter part of the negotiations, after Mr. Tewksbury’s departure, Philip Arnow was head. 
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Consultants: 
Ben Dorfman, chief economist, United States Tariff Commission 
G. Patrick Henry, economist, United States Tariff Commission 
Adolph B. Horn, American Embassy, Habana 
Willard W. Kane, commodity specialist, United States Tariff Commission 
Hyman Leikind, commodity specialist, United States Tariff Commission 
Allyn Loosely, principal economist, United States Tariff Commission 
David Lynch, principal economist, United States Tariff Commission 
Edwin G. Martin, General Counsel, United States Tariff Commission 
Commodity specialists: 
Nathan D. Golden, Chief, Motion Picture-Photographic Branch, Office of 
International Trade, Department of Commerce 
Thomas C. Mason, commodity analyst, Forest Products Branch, Office of 
International Trade, Department of Commerce 
William H. Myer, Assistant Chief, Machinery and Motor Products Branch 
Office of International Trade, Department of Commerce 
Nathan B. Salant, Chief, Economic Program Section, Textile and Leather 
Branch, Office of International Trade, Department of Commerce 
George A. Sallee, Chief, Dairy, Poultr:,, and Fish Products Section, Office 
of International Trade, Department of Commerce 
Secretariat: Special Assistant to the Chairman: Arthur C. Nagle, Division of 
International Conferences, Department of State 
Technical: Technical secretary: James H. Lewis, Acting Assistant Chief, Divi- 
sion of Commercial Policy, Department of State 
Trade Agreements Committee staff: 
Robert W. Shaw, Committee Secretariat Branch, Department of State 
George C. Spiegel, Division of Commercial Policy, Department of State 
M. Marguerite Dotye, International Trade Economist, Department of 
Commerce 
M. Margaret McCoy, Division of Commercial Policy, Department of State 
Technical assistant: Dorothy M. Quiity, administrative officer, United States 
Appraisers Office, Department of the Treasury 
Statistical assistant: Evelyn F. Brooks, Division of Commercial Policy, 
Department of State 
Administrative: Administrative secretary: John T. Forbes, Division of 
International Conferences, Department of State 
Administrative assistant: Leonard H. Brody, Division of Central Services, 
Department of State 
Documents assistant: Helen L. Brewster, Office of International Trade 
Policy, Department of State 
Security officer: Richard 'T. Ewing, assistant attaché, American Embassy, 
Paris 
Fiscal officer: Robert B. Stitt, Division of Finance, Department of State 
Fiscal clerk: Mildred C. Trescot, Division of Finance, Department of State 
Code clerk: William L. Biack, Division of Communications and Records 
Department of State 
George R. Bobby, American Embassy, Copenhagen, Denmark 
tobert E. Morrell, American Embassy, London, England. 
Robert W. Nichols, Division of Communications and Records, Department 
of State. 
Stenographers: 
Lottie Adamek, Department of State 
Margaret M. Bosack, Department of State 
Isabel Blake, Department of State 
Julia G. Cerk, Department of State 
Lucille Corder, Department of Agriculture 
Mary 8. Glenn, United States Tariff Commission 
Marjory A. Huston, Department of State 
Dora Jackson, Department of State 
Stephania 8S. Kapusta, Department of State 
Viola M. Keskinen, Department of State 
Lorna G. Matthews, Department of State 
Margery M. Proctor, Department of State 
Dorothy M. Raver, Department of State 
Mary FE. Riley, Department of State 
Myrtle Uteeh, Department of the Treasury 
Amy Margaret Watts, Department of State 
Betty I. Wright, Department of State 
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The Supreme Commander for the Allied Powers (Japan) was represented on 
the delegation for a short time by two observers, David M. Maynard, Foreign 
Service officer, and Carl Campbell. The Office of the United States Military 
Governor for Germany was represented on the delegation for a short time by 
Meiville Monk. Howard R. Cottam, first seeretary of the American Embassy 
at Rome, and E. Allen Fidel, third secretary of the American Embassy at Rome, 
served as members of the delegation for brief periods. 

Mr. Reep. Mr. Secretary, you spoke about the escape clause. 
What was our experience with Mexico? Did we act promptly in that 
case to save our industry here? 

Secretary Acueson. As far as I know, we did. 

Mr. Brown. Nobody asked us to use the escape clause in connec- 
tion with the Mexican agreement. 

Secretary Acugson. What do you mean, “did we act promptly’’? 

Mr. Rerep. How long was it after we found the trade agreement 
with Mexico was injuring our industry before you directed action 
under the escape clause? 

Secretary Acueson. I do not think we ever did act under the escape 
clause there. 

Mr. Brown. No, sir. No one ever applied for any action under 
the escape clause—no American industry or group of American indus- 
tries. 

Mr. Reep. Why was the agreement canceled? 

Secretary Acureson. The agreement with Mexico was canceled be- 
cause Mexico, on account of the exchange situation, was not able to 
live up to its part of the agreement on one or two occasions. We 
held off for a short time in the expectation that the balance-of-pay- 
ments situation would improve, and we allowed Mexico to impose 
certain duties or restrictions on importations in order to conserve her 
dollars. It finally became clear that the situation was not going to 
improve and that Mexico had to limit its imports in order to conserve 
its foreign exchange. We had several negotiations with Mexico in 
an effort to try and find some new system or new agreement by which 
we could mutually benefit the two countries. We found that to be 
impossible and, by mutual consent, we canceled the agreement. 

Let me repeat that the principal difficulty was Mexico’s inability to 
get dollars. More people wanted American goods in Mexico than 
wanted Mexican goods in the United States, and that produced a 
drain on the foreign-exchange resources of Mexico’s central bank. 
There were also pressures from Mexican industrialists to raise tariffs, 

Mr. Reep. Why did the State Department notify the Swiss Gov- 
ernment it would terminate the Swiss agreement unless the trade 
agreement concurred in on March 15 would include an escape clause? 

Secretary Acugrson. We have been endeavoring to put the escape 
clause into all agreements. There were some which were negotiated 
at an earlier date which did not have it. We have been negotiating 
with the Swiss to get an escape clause into that trade agreement and, 
as part of that negotiation, we indicated we either must have it in 
or must have a wholly new deal. 

Mr. Reep. Do you feel the action taken under that escape clause 
has been of any great benefit to the industries of this country? 

Secretary Acnrson. Nobody has applied under that escape clause. 
The forum is ready and open, but nobody has applied. 

Mr. Reep. Would vou have inserted in the record a copy of the 
escape clause which has now been inserted in the Swiss trade agree- 
ment? 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 21 


Secretary AcuEson. J will be very glad to. 
(The matter referred to is as follows:) 


The text of the escape clause which has recently been included in the trade 
agreement with Switzerland is as follows: 

“1. If, as a result of unforeseen developments and of the effect of the obligations 
incurred by the Government of the United States of America or of Switzerland 
under the trade agreement signed at Washington on January 9, 1936, including 
tariff concessions, any product is being imported into the territory of either 
country in such relatively increased quantities and under such conditions as to 
cause or threaten serious injury to the domestic industry in that territory pro- 
ducing like or directly competitive products, the Government of the United States 
of America or of Switzerland shall be free, in respect of such products, and to the 
extent and for such time as may be necessary to prevent or remedy such injury, 
to suspend the obligation in whole or in part or to withdraw or modify the con- 
cession. 

“2. Before the Government of the United States or of Switzerland shall take 
action pursuant to the provisions of paragraph 1 above, it shall give notice in 
writing to the other Government as far in advance as may be practicable and 
shall afford such other Government an opportunity to consult with it in respect 
of the proposed action and with respect to such compensatory modifications of 
the trade agreement as may be deemed appropriate, to the extent practicable 
maintaining the general level of reciprocal and mutually advantageous concessions 
in the agreement. If agreement between the two Governments is not reached 
as a result of such consultation, the Government which proposes to take the 
action under paragraph | shall nevertheless, be free to do so and, if such action 
is taken, the other Government shal! be free, not later than 90 days after the 
action has been taken and on 30 days’ written notice, to suspend the application 
to the trade of the Government taking action under paragraph 1 of substantially 
equivalent obligations or concessions under the said trade agreement. The 
Government taking action under paragraph 1 shall then be free, within 30 days 
after such suspension takes effect, to terminate the said trade agreement on 
30 days’ written notice. In critical cireumstanees, where delay would cause 
damage which it would be difficult to repair, action under paragraph 1 may be 
taken provisionally without prior consultation, under the condition that con- 
sultation shall be effected immediately after taking such action. Where an 
action taken without prior consultation causes or threatens to cause serious 
injury in the territory of the other Government to the domestic producers of 
products affected by the action, that Government shall, where delay would cause 
damage difficult to repair, be free to suspend, upon the taking of the action and 
throughout the period of consultation, such obligations or concessions as may be 
€cessary to prevent or remedy the injury.” 

Mr. Reep. When did the Mexican Government revoke its conces- 
sion to us? 

Secretary Acneson. When did Mexico do what? 

Mr. Reep. Revoke its concession to us. 

Mr. Brown. I was thinking there was a complete story on that in 
the record of the last hearings, and I was looking it up. 

Mr. Resp. Will vou insert it in the record at this point? 

Mr. Brown. I will be very glad to. 

(The following was submitted in compliance with Mr. Reed’s 
request: ) 

TERMINATION OF THE Mexican Trape AGREEMENT 

The trade agreement between the United States and Mexico signed December 
23, 1942, was terminated effective December 31, 1950 

Imports from Mexico are now subject to the same tariff treatment as that 
accorded imports of the same products from other countries, except Cuba and 
the Philippines, under our most-favored-nation principle. 


REASONS FOR TERMINATION 


In 1946 and 1947, the Mexican Government was confronted with a large 
imbalance in its trade with the United States which resulted in a serious drain 
on its reserves of dollar exchange. It was also faced with strong pressures to 
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increase tariffs to protect its domestic industries, to encourage economic develop- 
ment and to restore the protective effect of specific duties to earlier levels. 

Impelled by these circumstances, the Mexican Government in 1947, after 
consultation with the United States, took a number of steps to restrict imports. 
These steps included a prohibition against imports of a wide range of nonessential 
goods, including some items covered by the trade agreement, and a change to 
the ad valorem equivalent, or higher, of the duty in 1942 on some 5,000 items 
not covered by the trade agreement. By the end of the year it became evident 
that the Mexican Government would also find it necessary to make similar 
increases in rates on products included in the trade agreement. 

tather than denounce the agreement without the fullest exploration of the 
facts and the maximum effort to reach an agreed solution, the United States 
agreed to provisional increases by Mexico in duties on the trade-agreement items 
to levels equivalent on an ad valorem basis to those provided in the trade agree- 
ment when it first came into effect. From the point of view of the United States 
this materially lessened the benefits of the agreement, and the Mexican Govern- 
ment agreed on its part to negotiations intended to restore the balance in the 
agreement through revision of the new Mexican rates on items not previously 
included in the trade agreement. These negotiations were begun in April 1948. 

Representatives of the two Governments endeavored for many months to find 
a basis for achieving a mutually satisfactory revision of the agreement. This 
unfortunately proved to be impossible and the two Governments consequently 
agreed in June 1950 that the agreement should be terminated 6 months thereafter 
in accordance with a provision for termination in the agreement. 

United States exporters, during the extended period of the negotistions, had 
the advantage of lower rates on most of the items in the Mexican agreement than 
they would have had if this Government had denounced the agreement earlier. 
Since the joint termination of the agreement the Mexican rates have been 
increased on nearly all items covered by the agreement. 

Mr. Reep. It is true, is it not, that these negotiations continued 
intermittently during 1948, 1949, and the first half of 1950? 

Secretary AcHEeson. They continued for some time. I do not 
recall the dates. As I say, the effort, hope, and belief was that the 
Mevican financial situation would adjust itself and the trade agree- 
ment could go into effect again, but that hope did not materialize. 

Mr. Reep. Is it not true that the escape clause cannot be applied 
to any injury, no matter how severe, unless that injury ts a direct 
result of a concession? 

Secretary Acurson. [ think that is correct. Of course, that is the 
only reason it would be applied. The escape clause is to escape from 
a condition which produces an injury. Lf the concession does not 
produce an injury, then you do not have to escape from it. 

Mr. Reep. Upon whom is the burden of proof to establish the fact 
that there is an injury? 

Secretary Acueson. 1 suppose the burden of proof is on the person 
who says he is injured. 

Mr. Reep. That is all T have at the present time, Mr. Chairman. 

Mr. Eneruarrer. Mr. Secretary, as to the matter " keeping the 
record of the committee confidential, does that arise by reason of the 
fact that when you are negotiating around the table with a number 
of other countries there are proposals and counterproposals and 
suggestions and it is a sort of bargaining proposition, and therefore, 
if all of those records were available, it would perhaps be injurious 
not only to other countries but injurious to the various businesses 
in the United States that are making representations and have tmade 
representations? Is that the reason for it? 

Secretary Acurson. That is quite correct, Mr. Eberharter. If you 
make public before the negotiation the extent to which you are pre- 
pared to go, then obviously the nation with which you are negotiating 
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will push you to the full extent to which you are ready to go. If, on 
the other hand, you print afterwards what you might be willing to 
do and have not gone to the fullest extent, the other nation is provoked 
because it did not get as much as it might have gotten. So no good 
can come of it and perhaps it might do harm. 

Mr. Erernarrer. And that is one of the reasons why in court 
proceedings, testimony covering bargaining is not admissible before 
a jury—because it might influence the jury in its final decision, and 
thereby create an injustice. 

Secretary Acnueson. I think that is the basic thought. 

Mr. Esernarter. Now, Mr. Secretary, the economy of the Mexi- 
can Government was in a pretty sad state for a while insofar as dollar 
shortages was concerned. Do vou think it would have been better 
for the economy of the United States and United States business 
generally if we had allowed the Mexican economy and financial situa- 
tion to deteriorate so that there was a collapse in Mexico of their 
economy entirely? Would that have had a more serious effect upon 
the business of this country than to allow them to reimpose their 
duties? 

Secretary Acurson. It would have had a far more serious effect and 
would have been a most serious thing for America. 

Mr. Exernarter. So that, in allowing Mexico to escape from her 
agreement, you had the interest of the United States economy and the 
United States businesses under consideration? 

Secretary Acheson. That is correct. In all of these discussions, 
both the United States and Mexico were reluctant to go back on an 
agreement which had been made. But it had to be done because of 
the pressure of facts and, in reaching that conclusion, it seemed better 
in the best interests both of Mexico and of the United States that this 
very desirable trade agreement should be abrogated. 

Mr. Evernarter. So that it was not a unilateral proposition in 
favor of Mexico alone? 

Secretary Acueson. Oh, no. It was very carefully worked out. 

Mr. Jenkins. Mr. Secretary, on page 6 at the bottom of the page 
you say: 

In conclusion, I would like to return for a moment to the central idea which 
I expressed at the beginning. Our primary objective is to build strength and 
unity in the free world. 

Now, if that is your primary objective—and I take it that has been 
the primary objective ever since this law was passed about 15 years 
ago—if that has been the measure of your primary objective, to build 
strength and unity in the free world, it would seem you have not gone 
very far in that direction and that you still have a long way to go. 
Is not that right? 

Secretary Acueson. You are quite right. We have a difficult 
course ahead. We have made progress; we are going to make some 
more. We just have to do it, Mr. Jenkins, and we will succeed in 
one way or another. 

Mr. Jenkins. I remember when Mr. Hull came here about 15 vears 
ago that was his song. He sang that all over the Nation. And we 
have been in difficulty ever since. He said peace and prosperity 
depended upon this legislation, and now you say the free world de- 
pends upon it. If that has been the objective, it looks to me like the 
facts would condemn your whole program, if that is the basis, because 
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we are not in a free world and we never have been in such a world as 
we have been in during the last 15 years. But you still proceed on 
the same old argument, and I do not agree with you. 

Secretary Acureson. Yes, sir; we still proceed onit. We still believe 
in it, and we believe we are going to emerge with a strengthened world 
and with a peaceful world. If the fact that we have had a war in the 
interval means that everything that has been done in the meantime 
has been wrong, why, then, of course, one can reach that conclusion. 
That is a sort of post hoe propter hoc assumption. 1 do not believe 
it is true. | believe this program is sound; I still believe it is sound 
and is going to produce the desired results, along with many other 
things. 

Mr. Jenxtns. It is true, of course, that we are the greatest market 
in the world. Our country is the greatest market in the world; is 
not that right? 

Secretary Acheson. That we are the greatest market? 

Mr. Jenkins. Yes. 

Secretary AcuEson. We are a very large market, and I presume 
we are the greatest market. 

Mr. Jenxins. We are probably as great as all of the rest of the 
world put together. 

Secretary Acueson. That is what I was trying to conclude in my 
mind. I would not know. It is a very large market. 

Mr. Jenkins. Anyhow, we are the greatest market in the world. 
Now, if we enter into this reciprocal trade program too extensively 
or to any extent whatever, the grade agreements program is a leveling 
off process and, whenever we level off, we level ourselves down inevi- 
tably. Is not that right? 

Secretary Acueson. No, sir; I do not think it is. I do not think it 
is a leveling-off process. I do not think we level ourselves down. | 
think what we do here is to increase the production of the wealth of 
the world and increase the exchange of goods. ‘That does not level 
the United States down. It does benefit us a lot. 

Mr. Jenkrns. Let us see if it benefits us. | think you said awhile 
ago the President stated time and again he would be opposed to any 
program that would be a serious impediment to any industry or any 
busmess. I will cite you two industries and businesses that have been 
complaining bitterly for years and have gotten no relief whatever. 
I mean the pottery business and the glass business. How do you 
reconcile that with your statement and the promise of the President 
that no discrimination would be practiced against any industry or 
business? 

Secretary Acueson. I shall leave individual industries and busi- 
nesses to my associates, who know all about that. But I think one 
might point out that complaining for years is not synonymous with 
having been injured for years. 

Mr. Jenkins. Very well. Let me ask you this: I talked about 
this class business with some men who know all the facts, and in your 
statement you say something to the effect that in their negotiations 
everything is peace and harmony on the approach, and so forth, 
and that the relations are the most amicable possible. I would like 
to ask you why is it that you cannot translate that fine feeling into 
the conduct of your associates down in your Department where they 
deal directly with the American public? For instance, I have had 
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many complaints from big importers and exporters about the conduct 
of those in your Department who deal with the public. If you have 
such a fine atmosphere of peace and harmony in the higher echelons, 
I wonder why you cannot pass it down so that some time when we 
might ask we can find one man at least to come forward and tell us 
he had a fair deal down before your Department. 

Secretary Acneson. I would be very much interested to have you 
send down to me any people who complain about the way they have 
been treated in the Department. We have had hundreds and 
thousands of people who believe that the proceedings of the Depart- 
ment are a model of administrative procedure. 

Mr. Jenkins. Well, you had better not be too generous in your 
invitation for I might bring you a great many. 

Secretary AcHEsoN. Just send them down. That is my business. 
People have to be treated fairly, have to be dealt with fairly and 
rightly, and I believe they have. For years I have been very much 
interested, as you know, in administrative procedure and was chair- 
man of the commission the President set up some years ago to make 
recommendations about it. I have followed this rather closely, and 
if there is anything wrong with it, we will certainly find out and 
correct it. But I have been under the impression it was a model of 
administrative procedure in the Government. 

Mr. Jenkins. I appreciate you, of course, cannot be responsible for 
everything that happens in connection with the State Department, 
but | did not want the statement to go out to the world that we who 
sit up on this bench agree that everything in connection with the 
reciprocal trade agreements activity has been harmonious and peaceful 
and there was tranquility and a spirit of fine cordiality, because that is 
not true in the lower steps of these negotiations. 

Secretary Acnrson. You must not set too high a standard for us. 
You know it is the right and privilege of every layman and lawyer to 
curse the court when he loses; so we expect accusations to be made 
against us. 

Mr. Jenkins. I am a lawyer and have been on the losing side many 
times, but I never cursed the court. But I always insisted on getting 
fair treatment, and | can always get an answer from the court. When 
| go before the court and submit my case, I generally get an answer, 
but there have been many people come down here to Washington who 
have never gotten an answer from the State Department; they go in 
and present their views and never hear anything. And we do not have 
courts out in my country that act like that. 

Mr. Boaas. Mr. Secretary, I should like to ask you a question in 
connection with Mr. Jenkins’ examination and relative to the phrase 
that he used “leveling off.’ As a matter of fact, this program, if 
| remember correctly, has been in effect since 1934; has it not? 

Secretary AcnEson. That is correct; ves, sir. 

Mr. Boaas. I wonder if you or Mr. Brown would put into the 
record figures showing comparable levels in wages, industrial produe- 
tion, return on agricultural commodities, for the years 1934 and, say, 
1949 or 1950, in this country? 

Secretary Acueson. We would be very glad to do that. 

Mr. Boaas. I believe it can be said generally—can it not, Mr. 
Secretary ?—that those figures in this country have increased tremen- 
dously; have they not? 
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Secretary Acureson. Very much so. 

Mr. Boaes. So that, rather than a leveling-off process, there has 
been an almost phenomenal increase in production, in wages, and in 
returns for agricultural commodities in this country? 

Secretary Acurson. That is correct, Mr. Boggs. 

Mr. Boaes. In addition to that, there are many other advantages 
from the domestic point of view. For instance, | come from the city 
of New Orleans, which is a port. I can remember in 1934 that our 
export and import businesses, our merchant fleet, our great transpor- 
tation system, were almost at a standstill because of a lack of foreign 
trade. Today, of course, that situation has tremendously altered and 
trade between other nations has tremendously helped this country 
and business in this country; is that true? 

Secretary Acunson. That is true, sir. 

Mr. Bocas. There is one other thing that occurs to me. The 
mere fact that vou import does not mean that there is a leveling off; 
does it? It seems to me that when you bring in goods you add to 
the general wealth of a community? 

Secretary Acngson. That is right. 

Mr. Boaes. So that this leveling-off argument it seems to me, just 
thinking out loud, is certainly contradicted by the facts in the case. 
Now, internationally, in your judgment, would it be possible for the 
ECA program to function without the reciprocal trade-agreement 
program working along with it? 

Secretary Acnreson. So far as the question of the reduction of 
imports into the United States is concerned, and considering the ECA 
program, you would have to increase the ECA program because a 
very large part of the importations of other countries are paid for 
by their trade with the United States. The ECA program adds to 
the dollars that they earn, the essential dollars which they have to 
have to complete their recovery, and so forth. If they earn less, 
they would either not recover or you would have to give them more 
aid under such a program as the ECA program. This program and 
the ECA program work together, and insofar as a nation can build 
up its imports into the United States it can reduce the help which is 
required from the United States. 

Mr. Boaas. Let me put my question this way, Mr. Secretary. 
What effect do you think it would have upon the efforts that we are 
making to weld together the free world against Communist aggression 
if at this time Congress refused to extend the Reciprocal Trade Act? 

Secretary Acueson. I think it would be most. disastrous, Mr. 
Boggs. I think it would have immediate practical economic effects. 
It would also be an indication that, instead of moving forward to an 
increasing volume of production and trade throughout the world, we 
had stopped and that perhaps we were going to turn back. As Mr. 
Jenkins quite rightly pointed out, this is a very great market, perhaps 
the greatest market in the world, perhaps as great as all of the rest of 
the world put together; and, if it is not going to be a part of the whole 
world trading system, it makes vast difference to the future of other 
countries. 

Mr. Bocas. Qne other question in connection with that, Mr. 
Secretary. ‘These agreements are, of course, two-way streets. They 
also open up markets for our commodities; do they not? 

Secretary Acurson. Very much so, indeed. 
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Mr. Boaes. I congratulate you, Mr. Secretary, on your statement. 
Thank you, Mr. Chairman. 

The CuatrmMan. Mr. Jenkins. 

Mr. Jenkins. Mr. Chairman, may I ask the Secretary, as long as he 
is providing a statement on the levels of prices, and so forth, if he 
would also furnish a statement on the level of taxes as they have gone 
up and down in that period to which we referred. 

Mr. Epernarter. We have that information. 

Mr. Jenkins. I would like to have it. 

Secretary AcHEson. Yes. 

(The information requested is as follows:) 


Economic data relating to employment, production, consumption, income, taxes, and 
purchasing power 





1934 | 1949 
| 
Employment ! (monthly average in thousands) , . 40, 890 58, 710 
Industrial production (1935-39= 100) - = | 176 
Personal consumption expenditures (billions of dollars) _-- : f2 179 
Total Federal tax receipts (millions of dollars). __. mays | 2, 994 | 40, 502 
Cash farm income ? (millions of dollars) : 6, 334 | 2x' 127 
Wages and salaries in manufacturing industries 3 (million dollars). _. 7 ; | 9, 43 43, 885 
Average gross weekly wages (dollars) “ od | 18. 40 | 54.92 
Average gross weekly wages after Federal taxes ¢ (dollars). _.___. s 18. 40 | 53. 83 


! Includes part-time workers and those who had jobs but were not at work for such reasons as vacations, 
fliness, bad weather, temporary lay-off, and industrial disputes. 

2 Exclusive of Government payments. 

3 Before deduction of social-security payroll taxes. 

* The average factory worker with 3 dependents, after paying Federal income tax, could purchase with his 
wages in 1949 approximately 144 times as much consumer goods as he was able to do in 1934, 


Source: Employment, industrial production, and personal consumption expenditures, the Midyear 
Economie Report of the President, July 1950; total Federal tax receipts, Bureau of Internal Revenue 
cash farm income, Department of Agriculture; wages and salaries in manufacturing industries, Department 
of Labor. 


The CuatrmMan. Mr. Simpson. 

Mr. Simpson. Mr. Secretary, what part do you think the reciprocal 
trade program has played in the pt sonia prosperity that we have 
today, a vastly important part or a trivial part? 

Secretary Acureson. | certainly would not assert at all that the 
level of business and industry in the United States now is solely the 
result of this program or perhaps principally the result of it. It has 
had an important part along with many other causes. 

Mr. Stapson. Would you say that it had a great part or a trivial 
part? 

Secretary Acueson. I should not say it was a trivial part. I should 
say it was an important part. If you mean a major part, and by that 
you mean more than 50 percent, then the answer is “no.” But it has 
had an important part. 

Mr. Simpson. As I understand it, we have pretty well used up the 
concessions that we might be able to make in further trade agreements. 
That is, we do not have a great deal with which to trade when we 
go into these conferences now; is that correct? 

Secretary AcnEson. That is not quite true. It is very hard to say. 
It would require a very detailed examination of particular items. 
Roughly speaking, you can judge it in this way. According to Tariff 
Commission reports, on the basis of 1947 statistics on dutiable imports, 
the general level of duty was approximately 20 percent—19.8 percent. 
Let me consult my associates in connection with these figures. 
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Mr. Simpson. You may insert those figures, if you wish. 

Secretary Acueson. It was 19.3 percent on January 1, 1945. 
That is the average rate of duty. On January 1, 1950, it was 14.5 
percent. If you reduce 19.3 percent by 50 percent, you get 9.7 
percent. So in an absolute way you are down about half way from 
where you can go. That is not quite a fair picture, because there 
are some items on which you would not give concessions. There are 
some items that are more important than other items. So that vou 
probably have done a little more than half, or somewhat more than 
half of what you could do. 

Mr. Simpson. Is it your belief that Congress should give you further 
authority, to make further cuts? 

Secretary Acheson. No. All that we believe is necessary at the 
present time is to extend the present act for a period of 3 years. 

Mr. Simpson. I appreciate that you have not asked for that 
additional authority, but is it your idea individually or as the Secre- 
tary that ever the long range we should look toward still lower rates? 

Secretary Acnrson. I should think one could see that much better 
at the end of 3 years. And 1 do not believe that will be my problem, 
3 years from now. 

Mr. Simpson. That raises an interesting subject, sir. Now I want 
to talk a little bit about the escape clause. I know industry has been 
told that you have a way out if industry is in a bad situation economi- 
cally and can prove it as a result of lack of tariffs. 

Now, with respect to GATT, are there not further limits on the 
right of the individual to come before the committee and present 
his case? In other words, are there not other countries involved in 
that same agreement? 

Secretary Acueson. I do not think so, but I should like to ask Mr. 
Brown to speak to that. 

Mr. Simpson. Let me state it in another way. If a manufacturer 
in a country which comes under the GATT provision comes in with a 
good case for relief, can he receive relief from the action of this country 
alone, or must other countries be consulted? 

Mr. Brown. The answer to your question is that he can receive 
relief from the action of this country alone. There is an obligation in 
GATT for us to consult with other countries if we do take action under 
the escape clause in advance if possible, but we reserve the right to take 
action whenever we think it is necessary and then afterward we talk 
with the other countries about it. 

Mr. Simpson. As [ understand it, we are under two obligations. 
One is to consider his request and the other is, if we agree with him 
that we should give relief, to go to the other countries and explain 
what we have done? 

Mr. Brown. We do not have to get the consent of the other country 
to take the action. 

Mr. Simpson. And there is no way they can stop us? 

Mr. Brown. No, sir. 

Mr. Simpson. In how many instances have we granted relief under 
the escape clause? 

Mr. Brown. In one case. 
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Mr. Simpson. Have we ever initiated any plans for relief, on behalf 


of any industry, since 1934? In other words, have we ever raised the 
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tariff on an item that was previously cut, have we ever raised an 
existing tariff? 

Mr. Brown. I think there have been cases; yes. The termination 
of the Mexican agreement resulted in quite a number of increases. 

Mr. Simpson. That was done because of what we might call a 
violation on the part of Mexico, was it not? 

Mr. Brown. Yes, sir. 

Mr. Simpson. Then I do not think you should take credit for that. 

Mr. Brown. There have also been some cases where items have 
been left out of agreements, where they had been in before, because 
it was thought wiser or safer to do that, and the result was an increase 
in the duty. 

Mr. Simpson. In connection with the Mexican agreement, is it not 
a fact that 3 years after Mexico withdrew all their concessions, we 
terminated the bilateral agreement that we had made in 1943? 

Mr. Brown. There was a period of about 2 or 3 years in which we 
were negotiating with the Mexicans. 

Mr. Simpson. And in those 2 years Mexico had the advantage of 
the lower rates, and we had no concessions that were made on her 
part, is that correct? 

Mr. Brown. That is partly correct. We did not have the rates 
Mexico agreed to give us in the agreement. We had lower rates than 
they wanted to impose. 

Mr. Simpson. Ls that good business? 

Mr. Brown. it was in this case, we thought. 

Mr. Stmeson. Was it within the provisions of the law? Let me 
put it that way. 

Mr. Brown. Yes, sir; L think so. 

Mr. Simpson. Is it within the provisions of these agreements, ac- 
cording to your understanding, that we make with certain countries, 
that when the country sees fit to violate the agreement we continue 
in the face of her violation to give her the original concessions, and 
pay no attention to that violation? 

Mr. Brown. What happened in that case was that the Mexicans 
felt that it was necessary for them toincrease their rates of duty, which 
were the specific rates of duty, to a level where the protective incidence 
would be the same as it had been when the agreement was made, in 
the light of changes in their currency rates. Also we had the basie 
problem of a shortage of foreign exchange, to which the Secretary 
referred. Now, it was our desire to keep as much of the concessions 
that were granted in the original agreement for the benetit of our 
exporters as it was possible. It was hoped for quite some time that 
we would be able to renegotiate that part of the agreement and in 
the case where the Mexicans had to increase their rates we could get 
other concessions which would balance and compensate for that action. 
It was felt, in the interests of our exporters, that we would insure 
better rates for our products by following that course of action than 
by terminating the agreement right away. 

Mr. Simpson. Mr. Brown, had you terminated the agreement, our 
exporters could not have shipped into Mexico 

Mr. Brown. If we had terminated the agreement they would have 
faced very much higher rates than the Mexicans agreed to maintain 
during the 2 years we were negotiating with them and they would 
have been much worse off. 
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Mr. Simpson. Mr. Secretary, let me ask you another question. 
Are there not more limitations and restrictions on the freedom of trade 
in the world today than there were back in 1934 when this program 
started? 

Secretary Acurson. I do not think I know enough to answer that, 
Mr. Simpson. There are a great many now. There were a great 
many in 1934. Trading has gone up and down. Of course, there 
are conditions which grew out of the last war and the disruption of 
economies which occurred then. 

Mr. Simpson. As a matter of fact the tariff is one of the lesser 
restrictions to trade, is that right? 

Secretary Acneson. I think that is a fair statement. 

Mr. Simpson. Then why do we concern ourselves so much with this 
and not so much with the others? 

Secretary Acurson. We concern ourselves very much with both 
of them. We have been doing everything we could to get away from 
such restrictions. 

Mr. Simpson. I have always understood that our bargaining with 
other nations or groups of nations was designed to eliminate trade 
barriers. That is what we were always told. If those barriers are 
imposed right in the face of our agreement then it seems we not 
only stand by quietly—perhaps that is all we can do—but we talk 
about making further agreements. I do not quite get the point. 

Secretary Acneson. We work on all these restrictions. Asa result 
we have increased the volume of trade over what it would have been 
if we had not engaged in the trade-agreements program. The trade- 
agreements program has been a helpful influence. It cannot surmount 
all the difficulties with which we are faced, but we take other steps 
to try to deal with some of the other difficulties. 

Mr. Srtupson. It is true, is it not, that under the ECA program, 
taking that alone, a great volume of trade has been created which 
otherwise we would not have had at all? 

Secretary Acureson. That has been a very important aspect in the 
situation. As I pointed out, there are two main ways in which trade 
has continued over these postwar years. One is through the dollars 
which are earned through sales and there, the trade-agreements action 
is helpful. The other is through the ECA action, through the granting 
of aid. They have both been helpful. 

Mr. Simpson. One other point and then I shall be through. It is 
the general policy that the lower tariffs are the better it will be both 
for the United States and for foreign countries; is that generally 
correct? 

Secretary AcnEson. Toa point, of course. That involves the whole 
question of not injuring domestie producers. That is why we have not 
taken advantage of the full 50 percent, which we could have done. 

Mr. Siueson. In an instance where you gentlemen have determined 
that we may properly cut a tariff to a given point, why must we be 
secretive about it, and not tell the other country? Why do we not 
tell them? 

Secretary AcHEsSON. Because we bargain and we want to get a con- 
cession in return, 

Mr. Simpson. Our general belief is that we help business and indus- 
trv and international relations if we have free trade, if we have lower 
tariffs. At the same time, we are being pretty strict in our dealings; 
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at least, that is the impression that vou gentlemen have given us in 
vears past. We are strict, we are careful. And certainly that is one 
thing that | approve of, but 1 do not understand why vou say that we 
are doing the maximum if we do not make as great a cut as we can 
safely make. 

Secretary Acneson. We believe that this is a two-way street and 
therefore we wish to reduce as far as we safely can our own tariff duties 
under the act, but we wish other countries to reduce theirs. There- 
fore we have this reciprocal idea, so that we take action in return for 
action taken by the other country or countries. 

Mr. Simpson. In other words, reciprocity may or may not be 
continued depending upon the action of the other countries? 

Secretary Acurson. That is correct, sir. 

Mr. Simpson. If we make an agreement and the other country 
abrogates it by a devaluation of currency or by any one of several 
other ways of imposing trade barriers, and we continue in effect the 
concessions that we made, then we are getting a poor bargain, are we 
not? 

Secretary Acurson. Yes. If we make a concession and get nothing 
in return for it, that would be unilateral action. 

Mr. Simpson. That is all. 

The Cuatrman. Mr. King of California. 

Mr. Kine. Mr. Secretary, the implication has been cast out here— 
I believe it has been cast repeatedly through the vears when we have 
had hearings before the committee on reciprocal trade-agreement 
extension—lIl think it dates back to the days of Mr. Hull, when Mr. 
Hull offered the hope that reciprocal trade agreements would in the 
end very likely have the effect of greater understanding between 
nations and would probably be instrumental in some degree in pre- 
venting wars—and the same implication was cast out a few moments 
ago by one of the members when he stated essentially what | have 
mentioned in connection with Mr. Hull’s appearance Vears ago before 
the committee, that reciprocal trade agreements have now been in 
effect some 15, 16, or 17 vears and vet during that period we have 
been almost constantly at war. But this country had at no time any 
reciprocal trade agreement with Hitler and had, as far as | am aware, 
ho connections in the field ot reciprocal trade agreements with the 
Soviet Union. So the implication that in spite of reciprocal trade 
agreements during these vears we have been almost constantly at 
war, hot or cold, is not a fair or a fit statement to have in the record 
in connection with the reciprocal trade-agreements program. Is that 
your opinion, Mr. Secretary? 

Secretary Acueson. | agree with you, Mr. King. It is true that 
we have had war. | think it is also true that no man ever worked 
harder for peace than did Mr. Hull, both in the economic field aad in 
the political field and in the military field. He was a great apostle for 
peace. I think the events of 1939, 1940, and 1941, when the war 
broke out and then came to us here, were a terrible disappointment to 
Mr. Hull. During part of that time [ had the great honor and privi- 
lege of working with him as one of his Assisiants 

Of course, nobody would intend to sugyest for a moment that the 
advent of war had anything to do with the reciprocal trade agreements 
program. Perhaps the trade agreements program helped in some 
small way to stave it off. I would not want to say so; I do not know, 
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In any event, it was a disaster which blighted many of the hopes which 
Mr. Hull had for the program. But I think he always believed that 
you must press on with this, and at the end of the war we took up where 
we left off and tried to lay the economic foundation for sustained peace. 
This is one of the many ways in which it can be done. In some small 
way all of us feel that we are carrying on his work when we go forward 
with hearings such as this one. 

Mr. King. It would not then be a reasonable expectation of a rea- 
sonable man that under the circumstances that we know so well, re- 
ciprocal trade agreements could have had a bearing one way or the 
other on war or peace? 

Secretary Acneson. I think that is right. 

Mr. Kina. That is all. 

The Cuarrman. Mr. Kean, of New Jersey. 

Mr. Kean. Mr. Secretary, when this matter was last considered by 
the Congress on February 9, 1949, the Republican minority unani- 
mously made two suggestions which were opposed by the Department 
and by the Democratic majority. The first was that the President 
as soon as practical, institute proceedings to incorporate an escape 
clause in all treaties. In accordance with our suggestion you acted 
with reference to the Swiss. Is that now in effect with the Swiss? 

Secretary Acnzson. Yes; that is correct, Mr. Kean. 

Mr. Kean. Are there any agreements with other countries that do 
not now have an escape clause? 

Secretary AcuEson. Yes; there are. 

Mr Kean. Which ones are those? 

Mr. Brown. I do not have them all conveniently here, but I can 
provide them for you. There is no escape clause in the agreement 
with Costa Rica, or Salvador, or Argentina or, I think, Nicaragua. 
There are about three others. I would be glad to provide the list for 
you. 

Mr. Kwan. Have any steps been taken to have the escape clause 
put into those agreements? 

Mr. Brown. Not into those, sir. Actually, in some of those cases 
it would very hardly be to our advantage to upset the agreement 
because in a good many of those cases the principal concessions that 
we have made have been the binding of duty-free treatment of non- 
competitive agricultural imports, and you would not expect us to use 
the escape clause there. It would not be to our advantage to raise 
the issue with them and then be subjected to demands for some kind 
of quid pro quo. 

Mr. Kean. On their side? 

Mr. Brown. On their side, yes. When the negotiation is over there 
will be several more of the earlier agreements that will be superseded 
and the escape clause will in that way be brought in. 

Mr. Kwan. For the record, will you put in what those countries are? 

Mr. Brown. Yes. 

(The information is as follows:) 

The countries with which the United States has bilateral agreements not 
containing the escape clause are as follows: 


Argentina Iceland 
Costa Rica Iran 
Ecuador Peru 

El Salvador Turkey 
Guatemala Uruguay 


Honduras Venezuela 
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It is expected that at Torquay Peru, Turkey, and Uruguay will become parties 
to the general agreement on tariffs and trade which contains the escape clause. 

Mr. Kran. The second suggestion was that the Tariff Commission 
be required to inform the President of the so-called peril point. You 
said a few minutes ago that this would defeat the purpose of the act by 
bringing about a rigidity. Informing the President of what the peril 
point would be—how could that bring about rigidity? 

Secretary Acueson. The Tariff Commission at the present time has 
a member on the Trade Agreements Committee. If the Tariff Com- 
mission member believes that any proposed concession would be 
dangerous, he is entitled to inform the President through a dissent. 
That is the way in which it would inform the President that this was 
an unwise procedure. If you have a system where the Tariff Commis- 
sion member is taken off the Committee, so that the Committee does 
not have the benefit of the Tariff Commission’s knowledge and factual 
information and experience in this whole field, and if you then ask the 
Tariff Commission sitting off by itself to give what amounts really to 
cuaranties that certain action will or will not hurt any American in- 
dustry, vou then get what I eall rigidity into it. 

Mr. Kean. We did not suggest that in 1949. All we suggested was 
that the Tariff Commission inform the President. 

Secretary AcuEson. In a way, a necessary way, the Tariff Com- 
mission would do that as any agency of the Committee would do it, 
if it believed that a proposed action were likely to be harmful. The 
Tariff Commission member would dissent from the action of the 
Committee and would so inform the President. 

Mr. Kean. What is the objection, then, to compelling them by law 
to give this information? 

Secretary Acueson. It is wholly unnecessary. Also you are 
directing attention to something which is not in the act. You are 
getting back to this peril-point idea which, as I said, is in the nature 
of a guaranty. Somebody has to say that this action if taken will 
cause this trouble and that becomes a legal duty. It is much better 
for them to be a member of the Committee, as any other agency is. 

Mr. Kean. The Tariff Commission is only one member of the 
Committee? 

Secretary Acueson. They have a member on the Committee. 

Mr. Kean. As an individual? 

Secretary Acurson. Yes. 

Mr. Kean. | cannot see any objection to having the Tariff Com- 
mission asked to give what is merely information and information 
which it seems to me the board should have and that is essential to 
negotiations. You would object to such a procedure? 

Secretary Acneson. Yes, sir; we think it is unnecessary and un- 
desirable. 

Mr. Kean. Why undesirable? 

Secretary Acueson. | tried to explain, Mr. Kean, that functioning 
as a member of the Committee, like any other member of the Com- 
mittee, the Tariff Commission member will give the President the 
benefit of any thought which he has. To single out the Tariff Com- 
mission and say that they have a particular duty in addition to the 
duties that all the other members of the Committee have, that they 
must tell the President the point at which something will happen—if 
that point is not involved in the concession which is recommended, it is 
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unneccessary and if it is involved and the Tariff Commission member 
feels that harm will come from the concession, he will so state anyway. 
To have them take a theoretical position and say that at this particular 
point, as experts, the damage will occur is | think introducing what I 
call rigidity and is not helpful. On the other hand it seems to me to 
be harmful. 

Mr. Kean. The President under our provision would not have to 
agree to take that action. He would not have to make public the 
fact that he had done anything contrary to what the Tariff Commis- 
sion said or recommended. All we would provide is that he would 
have the information which, it seems to me, would be very necessary. 

One other thing, Mr. Secretary. When this matter was last con- 
sidered by the Congress the situation was somewhat different. The 
need for imports, which I agree was very vital 2 years ago, is not so 
great now, is it, owing to the fact that through our rearmament pro- 
gram we necessarily are purchasing very heavily abroad. 1 think it 
would be of value to the committee to have figures on our trade 
balance at present, which is different than it was 2 or 3 vears ago. I 
believe that our trade balance is about even now; is not that correct? 

Secretary Acueson. We shall submit anything that you ask for. 
Would you like the figures for exports and imports, on invisible items, 
too? 

Mr. Kean. I should think the important figures would be for the 
last 3 months of the year after the impact of the Korean incident and 
the rearmament program had started. Would those be fair figures for 
the purpose that I have in mind, Mr. Brown? 

Mr. Brown. I think those will be very helpful and I think we can 
get those for you and we will provide any others that we think would 
help you get the picture. 

Mr. Kean. Thank you. 

(The information is as follows:) 


United States balance of merchandise trade, 1946-50, with most recent months of 1950 


[Value in millions of dollars] 





, General Exports Surplus of 
Year imports including exports ' 
reexports . 
aoe 4, 912 9, 738 4, 796 
1947 ». 756 215,325 9, 569 
14s 7, 124 12, 653 5, 529 
1044 6, 622 12, 042 §, 420 
1950 3 8, 700 10, 050 1,350 
1950—January 623 74l 118 
February ool 767 1fith 
March._ ¥ Hid Sil lve 
April 585 S08 218 
May ; 659 S28 1690 
June 685 S76 191 
July 707 773 in 
Auvust al TAS =—57 
September R57 912 iN 
October 922 wot —IS 
November : 852 v7s 126 
Total (11 months 7, 976 9, 206 1, 230 
Symbol ( denotes an import balance 
? Includes exports under the Army civilian supply program 
} 11 months of 1950 at an annual rate to the nearest $50,000,000 


Source: Official publications of the U. 8. Department of Commerce 
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Secretary Acnrson. On this general subject I should think that we 
ought to have what the situation looks like now, because there would 
be a very considerable need for imports under the present situation. 
As you look into the future, as far as one can look into the future, it 
would seem as though we were going to have very full employment 
and high wages, which has a tendency toward inflation and the 
Government is now moving forward to controls of one sort or another. 
To have imports would help very substantially to prevent a great 
excess of earnings beyond goods. 

Mr. Kean. That is correct. But I have always felt that the chief 
need for this program over the last few years was in the fact that we 
had to import in order to export, and it was only by some reduction 
of our general tariff level that we would be able to get a balanced trade. 
That argument is not so necessary now and probably will not be so 
necessary in the next few years. Thank you. 

The Cuarrman. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, when did the original Trade Agree- 
ments Act go into effect? 

Secretary Acneson. 1934. 

Mr. Curtis. And that was authority to enter into trade agreements. 
It takes a little while to consummate the agreements and have them 
go into effect and a little further time before their impact is felt, to 
see whether it is good or bad for our economic system; is that right? 

Secretary Acueson. That is right. 

Mr. Curtis. Would you say that the trade agreements had been 
given the opportunity of full play to see what their effect might be 
before World War II started? 

Secretary Acureson. I would rather ask somebody who knows more 
about it than I do, Mr. Brown or Mr. Thorpe, who would have a better 
answer than I. 

Mr. Brown. I think, Mr. Curtis, that the fact is that there have 
been very disturbed conditions in the world during a very large part 
of this period. 

Mr. Curtis. What I am getting at is, not so many years after your 
trade-agreement law was passed, World War II started and before 
the United States was in it we had lend-lease and other measures 
which were really war measures, that affected our exports and our 
imports alike. Did we reach a period where we could adequately 
appraise the effect of the trade-agreements program before the war 
program started? 

Mr. Brown. I am not sure that I understand what you mean by 
adequately appraise, but I think one can say that the effect of the 
program has a to reduce a number of different obstacles that 
stood in the way of trade, both export and import; that there has 
been enough of a test of that to say that those reductions have been 
helpful. Obviously, one cannot isolate the effect of tariff reductions 
by taking them away from everything else which has been happening in 
the world. It is just one of the elements that go into the picture. 

Mr. Curtis. You would agree that in a war economy, either 
immediately before a war or during a war—that that is not a normal 
period when you have the same motivating causes as you would 
have in peacetime? 

Mr. Brown. I would agree with that. Let us take the period 
of the past few years. I do not think one would say that has been a 
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normal period, either. But it has certainly been true that it has been 
important for us to build up international trade, to increase the oppor- 
tunities of imports into our market, for the reasons that the Secretary 
has given. So that I would say that even under the conditions which 
have existed, granted that they have been unusual conditions, there 
has been a need for the kind of activity carried on in the trade-agree- 
ments program. 

Mr. Curtis. What I am trying to find out is whether or not in your 
opinion we have had a period since this started which could be called 
a period of free operation? 

Mr. Brown. I do not know what you mean by free operation. I 
would say there has been, even in the unusual period through which 
we have passed and the abnormal conditions that have existed, an 
opportunity to find out that the trade agreements have been a helpful 
element in our total picture. 

Mr. Curtis. I know that that is your contention, but certainly in 
the buying and selling on an international scale that goes on during 
a war, there are other factors that enter into the picture, is that not 
true? 

Mr. Brown. Yes, sir; and they are very distorting factors. But 
there is also a considerable volume of reasonably normal trade that 
goes on, and certainly in the period immediately after the last war 
and up to date it has been very import to increase trade in every 
way we possibly could. 

Mr. Curtis. During a period when there are artificial stimulants to 
trade, such as the ECA and other programs of that kind, there are 
conditions affecting trade other than a mere concession of tariffs, 
are there not? 

Mr. Brown. Yes, sir. But one of the purposes of the tariff program 
is to cut down the necessity for the kind of thing that is carried on 
under ECA, 

Mr. Curtis. I gathered the impression from the questions asked by 
the gentleman from Louisiana with reference to the high level of 
employment, high farm prices, high wages, as contrasted with 1934, 
that it was the claim that that was the result of the reciprocal trade 
program. Is that your contention? 

Mr. Brown. I would say that the reciprocal trade agreements 
represent one of the elements that have contributed to that situation. 

Mr. Curtis. And the war and other programs were lesser elements? 

Mr. Brown. I think the Secretary stated that much better than I 
could, Mr. Curtis. 

Mr. Curtis. Do you consider a cartel a trade barrier? You do, 
do you not? 

Secretary Acueson. A cartel is a private means of restricting trade; 
yes, sir. 

Mr. Curtis. In what agreements, if any, has some other country, as 
a concession to the United States, abolished any cartels? 

Secretary Acneson. I do not think cartels have been dealt with in 
the trade agreements. 

Mr. Curtis. Do you consider embargoes trade barriers? 

Secretary Acurson. An embargo is a total cessation of trade. 

Mr. Curtis. Has any foreign country, as a concession to the 
United States, in a trade agreement, abolished embargoes? 
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Secretary Acngeson. The whole business of quantitative restrictions, 
which grow up to an embargo, which is a total prohibition, is dealt 
with in the general provisions of the trade agreements. 

Mr. Curtis. Are there more quantitative restrictions now being 
imposed than there were in 1934? 

Secretary Acnueson. I do not know. I do not know enough about 
it to answer that question. 

Mr. Curtis. Mr. Brown, are there more quantitative restrictions 
imposed now than there were in 1934? 

Mtr. Brown. As a rough guess, Mr. Curtis, I would say “ Yes.’ 
I would also say there are less quantitative restrictions imposed now 
than there were 2 years ago. 

Mr. Curtis. Why is that? 

Mr. Brown. Partly because of the operation of this program and 
the obligations the countries have assumed under it and partly for a 
great variety of other factors. 

Mr. Curtis. What are those other factors? 

Mr. Brown. That would require a very large catalog. But to 
name a few of them, the effect of ECA in Europe in restoring produc- 
tivity and rebuilding factories and getting people back to work; 
partly through normal recovery and rebuilding after the war; partly 
because of the greater opportunities for trade which have come as a 
result of this program. 

Mr. Curtis. The threat of war and the defense programs have been 
a factor? 

Mr. Brown. Yes, sir; in the recent period. 

Mr. Curtis. Has any country in an agreement made a concession 
to the United States by giving up quotas, which represents another 
quantitative restriction? 

Mr. Brown. All of the countries which are parties to the general 
agreement have agreed that they will limit their use of quotas to certain 
specifically defined situations. 

Mr. Curtis. Can you give me a case illustration of a particular 
quota that has been surrendered by some country? 

Mr. Brown. Yes, sir. 

Mr. Curtis. What is it? 

Mr. Brown. Take the whole situation in Canada. Just about the 
time the general agreement went into effect, the Canadians got into 
serious difficulties and had to impose quotas on most of their imports 
from the United States. Under the agreement they are obligated to 
relax any quotas as their condition improves, and to take them off as 
the situation is corrected. That is precisely what they have done. 

Mr. Curtis. And they are the sole judge of when or whether or 
not to do that? 

Mr. Brown. There are certain standards set up in the agreement. 
They are not the sole judge. 

Mr. Curtis. Has any country given up Empire preferences by 
reason of a trade agreement entered into? 

Mr. Brown. Yes, sir; there has been a very considerable reduction 
of Empire preference and there has also been a substantial number 
of cases in which preferences have been completely eliminated. 

Mr. Curtis. In the case of what countries? 

Mr. Brown. In all of the countries of the British Commonwealth, 


’ 
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Mr. Curtis. How about the sterling bloc? Does not that repre- 
sent a trade-barrier element? 

Mr. Brown. Could you be a little more specific, Mr. Curtis? 

Mr. Currts. I think there is a definition of what we mean by the 
sterling bloc. 

Mr. Brown. Yes, sir. 

Mr. Curtis. Is not that a trade barrier? 

Mr. Brown. No, sir. 

Mr. Curtis. The sterling bloc is not a trade barrier? 

[r. Brown. The sterling bloc is a vast complicated collection of 
economic, business, and financial relationships which I would hesitate 
to start to describe. 

Mr. Curtis. Does it not operate as a trade barrier? 

Mr. Brown. Were you thinking of some particular part of the 
sterling area arrangements? 

Mr. Curtis. Not necessarily, but I just wondered if these were a 
barrier to the free flow of trade from points outside the bloc to points 
within them. 

Mr. Brown. I am afraid that is an impossible question to answer. 
It is almost like asking whether a particular country is a trade barrier. 

Mr. Currts. I should not think so. Either these arrangements 
make it easier for the rest of the world to trade with those countries 
or more difficult. That is all 1 want to know. 

Mr. Brown. The sterling area arrangements make it, in some 
ways, easier for countries within the sterling area to trade with each 
other and in many ways they make it easier for countries in the area 
to trade with countries outside the area. 

Mr. Curtis. In other words, then, you would say that it was not 
a trade barrier? 

Mr. Brown. I do not think you can answer that question “‘ Yes” or 
“No 

Mr. Curtis. Are currency manipulations used as trade barriers? 

Mr. Brown. I believe they have been; yes, sir. 

Mr. Curtis. They are also used to avoid the effect of certain 
tariff concessions, are they not? 

Mr. Brown. I should think it most unlikely that any country 
would change the value of its currency just to affect a tariff concession. 

Mr. Curtis. It has never been done? 

Mr. Brown. No, sir; there are so many other factors involved in a 
decision to change the value of the currency that I think its effect on 
tariff rates would be a negligible factor in any such decision. 

Mr. Curtis. Is state trade a barrier to free trade? 

Mr. Brown. It can be or it can be a new way of expanding it. 

Mr. Curtis. Of expanding the volume? 

Mr. Brown. Yes, sir. 

Mr. Curtis. It certainly does not expand the opportunity for the 
individual buyer or seller to do business in that country, does it? 

Mr. rsa x. It depends on how it is operated. One of the parts 
of the General Agreement is some obligation to use state trading 
enterprises in a way which w ill give the maximum opportunity to 
private traders with which it deals. 

Mr. Curtis. How about private trade? Are there opportunities 
for increase of private trade in a situation of that kind? 
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Mr. Brown. If there is state trading in a commodity then | do not 
think there would be any private trading in that country in that 
commodity. 

Mr. Curtis. It abolishes it, does it not? 

Mr. Brown. Not necessarily. I think, for example, the British 
buy most of their food through the Government, but that does not 
mean that there are not private agricultural producers in the British 
Isles. 

The CuarrMan. Gentlemen, it is necessary for the committee to 
take a recess at this time. Would it be convenient, Mr. Secretary, 
to return, with your staff, at 2:30? 

Secretary Acugeson. Yes, sir; I shall be glad to return at that time. 

The Cuarrman. The committee will take a recess at this time until 
2:30 p.m. 

(Whereupon a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


(The committee reconvened, pursuant to recess, at 2:30 p. m.) 

The CuarrMan. The committee will be in order. 

I know we are all pleased and honored to have our former colleague 
and able member of this committee, Mr. Dewey, with us today. We 
feel very highly honored, Mr. Dewey, to have you with us. 

Mr. Dewey. Thank you very much, indeed, Mr. Chairman. It is 
a great pleasure and honor for me to be here for a brief visit. 

The CHarrMan. When we recessed Mr. Curtis had not concluded 
his examination of the witness. 

Mr. Curtis? 

Mr. Curtis. Mr. Chairman, with what countries back of the iron 
curtain do we have trade agreements? 

Secretary Acueson. I believe the only one is Czechoslovakia. 

Mr. Curtis. Do we have a trade agreement with China? 

Secretary AcnHeson. No. I think there was an agreement. There 
was no bilateral agreement with China. China was in the general 
agreement, but withdrew from it. 

Mr. Curtis. But those countries do have the benefit of the operation 
of the so-called most-favored-nation clause, do they not? 

Secretary AcnEson. I believe so. 

Mr. Curtis. Are there any new trade agreements in prospect, or 
is this extension asked for just in case? 

Secretary Acueson. As I| said in my opening statement, Mr. 
Curtis, aside from the negotiations which are now going on at this 
time we do not contemplate any general trade agreement negotiations 
after that during the life of this particular extension. There may be 
some countries which will want to come into the general agreement, 
or have some sort of arrangement with the United States, but that is 
as far as we contemplate at the present time. 

Mr. Curtis. If you were given a complete free hand to regulate 
tariffs, to take items from the neutral list and put them on the free 
list, as well as to change rates, will you make any changes from the 
present tariff structure? 

Secretary Acueson. I do not know. I am not an expert on these 
matters, Mr. Curtis. I would get somebody who understood it much 
better than I do to go to work on it. 
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Mr. Curtis. Do you believe, in view of the fact that the people of 
the country will have an opportunity to express themselves not only 
on the selection of Congress But on the selection of the administration 
within 2 years, that this extension ought to be for 3 years? Would 
not 2 years be better? 

Secretary Acueson. Well, we have had all sorts of extensions in 
the history of the legislation; 3 years, 2 years, 1 year. It seems to me 
that there has been no difliculty with a 3-year extension in the past, 
and I should strongly recommend it. 

Mr. Curtis. The House Select Committee on Small Business in 
its report gave three prime reasons concerning the plight of the 
American fur farmers. They listed three obstacles in the way of 
doing anything for them: (1) that a tariff could not be put on Com- 
munist furs because furs have been bound on the free list; (2) that 
import quotas were inconsistent with our foreign economic policy; 
(3) that Russia might retaliate if we did not open our arms to her furs. 

Do you have any comment upon that situation? 

‘Secretary Acurson. | have just been looking through the report 
to which you refer. I see the items which you mentioned, except 
that there are four of them, on page 91. 

The thing is summed up in the words of the committee on page 95, 
in which they point out: 

The figures on quantity perhaps are more significant than those on dollar value 
as price level changes are ruled out. In either case, however, it is apparent that 
imports of the short-hair furs have held their own, while imports of long-hair 
furs have fallen, even as has American production of the latter variety. It 
would seem that the import situation generally is merely a reflection of conditions 
in the industry. The so-called wanted furs are being imported while there is little 
demand for the American production or the importation of furs that are not 
presently stylish. 

Then it goes on. 

I do not think the import situation has been particularly prominent 
in that industry. 

Mr. Curtis. It is your opinion that it is not serious? 

Secretary Acueson. I should think not. 

Mr. Curtis. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mason? 

Mr. Mason. Mr. Chairman, I have just one short statement to 
make, and one question to ask of the Secretary. 

Mr. Secretary, you have painted a very, very rosy picture of the 
results that have been obtained in the 16 years or so of these reciprocal 
trade agreement pacts. The facts and the data that have been fur- 
nished to me do not substantiate that rosy picture. In fact, from that 
data and those facts I would say it is a very gloomy picture of the re- 
sults and accomplishments of the tariff agreement. 

My question is this, Mr. Secretary: On page 6 you have a subject 
there, ‘No large-scale negotiations in prospect” and then you go on to 
suggest that because there are no real large-scale negotiations in 
prospect perhaps very little harm could be expected from extending 
these trade negotiations for another 3-year period. 

Mr. Secretary, in view of the fact that if we fail to extend the power 
to make these treaties the treaties go on anyway, and failure to extend 
would just simply prevent any new treaties from being agreed upon, 
maybe your subject there is really an argument for not extending it, 
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because you do not really need its extension in order to carry on the 
treaties that have already been agreed upon. Have you a comment 
on that question? 

You agree, do you not, that simply not extending these treaty agree- 
ment powers, the President would not abrogate any of the treaties that 
we have already entered into, would he? 

Secretary Acueson. That is correct. 

Mr. Mason. That is all, Mr. Chairman. 

Secretary Acneson. Do you wish me to comment on your state- 
ment? 

Mr. Mason. No. I think your answer is perfectly suflicient, so far 
as 1 am concerned. I wanted to bring out the fact that there is no 
extension necessary to these trade agreements in order for them to 
keep on operating indefinitely. 

Mr. Eseruarrer. Mr. Chairman, if the Secretary wants to com- 
ment I ask that he be allowed to comment. 

Mr. Mason. Yes. I have no objection to his comment. 

The CHarrman. The Secretary may proceed. 

Mr. Espernarrer. Would you like to comment? 

Secretary ACHESON. | just want to be sure I am answering the right 
question. 

It is correct that you do not need to extend the act to have the 
existing arrangements continued. However, that does not mean it 
is not necessary to extend the act. I pointed out in the statement 
very fully why I thought it was necessary. I do not want to take the 
committee’s time to state it over again. 

I wanted to be very clear on which question I was answering. 

The Cuarrman. Are there any further questions? Mr. Martin? 

Mr. Martin. Mr. Secretary, my interest in this and my question 
will be more in the direction of the impact of the trade-agreements 
program on strategic and critical materials. 

Along the line of Mr. Kean’s questioning this morning I agree that 
there has been with particular reference to strategic and critical 
materials a great increase in our domestic demand, which is reflecting 
itself in international trade. Some of the materials that we need most 
are processed abroad in our world program. 

Mr. Kean stated this morning something about the change in the 
trade situation, and because of the war it applies with particular 
strength in the field of strategic and critical materials. 

The position that we take in this field, while a shooting war is on, is 
quite different from that which it is in the peacetime swing. The 
effect of the reciprocal trade program has a very real impact in the field 
of protecting and building up and encouraging the development of our 
own production of strategic and critical materials in particular. 

Now, I wonder if I should ask too much, to ask to have a statement 
prepared by your staff giving the history of our experience in trade on 
the list of strategic and critical materials made up by the Munitions 
Board? Can we get that within a reasonable period of time, as to the 
reciprocal trade policy and its effect, in our dealing in foreign trade 
in the strategic and critical materials field? 

Secretary Acheson. | am sure we can get you whatever information 
you desire on that, Mr. Martin. 

(The information is as follows:) 
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Lrrect oF THE TRADE AGREEMENTS PROGRAM ON CRITICAL AND STRATEGIC 
MATERIALS 


Of the 64 strategic and critical materials listed by the Munitions Board for 
stockpiling, only 19 have had duty reductions under the trade agreements pro- 
gram. Approximately 35 are admitted duty free and the trade agreements 
program has affected them only to the extent of binding certain of the materials 
on the free list. Most of these products are not produced in the United States 
in substantial quantities. 

The rates on 10 of the dutiable materials have not been reduced at all. The 
rates of all dutiable materials before any trade agreement negotiations ranged 
from 5 percent to 50 percent in their ad valorem effect (leaving out the extraor- 
dinary high duty on magnesium). These materials are also primarily not pro- 
duced in the United States in large quantitities. Nineteen of the rates on these 
materials have been reduced as indicated in the attached table. 

There has not been sufficient time before publication of the printed record of 
these hearings to make detailed studies of each individual commodity. 


ie tae 





LEAR A ANE Ate set cap illniaa hm, 


Get 


= Smet i, a a | 


ee 








3 


. 
e 


+ 


ACT 


AGREEMENTS 


ECIPROCAL TRADE 


R 


XTENSION OF 


“s 


E 





Od S wig 
wd . ae | 








-Uy) punod sod szuad f 





oe i | 

punod sad syuao z 
punog ‘v1 9044 
*punoq ‘ae ae | 


‘pun 









JUIUTIOITB APB, WY PUPRL OLE! 


Aynp jo aey 





i aad eae eee Se eer 














BIB) 
uo] AUO'T 


U0] AU0'] 
uo} Buoy 





punod 


104 Au0'] 


put 











Et NTR ONE IMES x 


40 Al fsefdo 


V 


pus oy 


YNperypos uo 





seqy 


Mepso.) “YI 






| 
SAPRBIPUVOUGO JO PI 
| 
a | 
{4 
‘apesid [words 
opeia [B. 
Il 
) 
Woqay Win puodys ol 
a) 
x 
; 
praia o 
pei 
pri i 
t ‘ 
| } 
” 
! 
z 
I 
( 
modde qi sv) uoTdiosey HWpouwu1098y 





uoT}IUNnyY uo 





4 


1 


Le) 


354— 


wD 









" RDS HAIRLOSS OL UAE PET: LIFE POLICE SHITTY * tray 


“uoT[e# Jod sje %E woTTes 19d syUA, FT 
“uoT[es I xl syueo KI 


[10 uueds ° 
“*punoq ‘wld 
























— 
> *punoq ‘wig , 
= . «qna pur 
‘ Kagny se [eanjeu ay 

Ln YING BUOYOUL) WIOI) SPlOTEYTB JO SIPVs | ‘) 
_ § a) 
“A 
Z oyoBigan?y * 
S Teisfao ZyseENb AZuIpnpul) peangovy sTHIsAdo ZyauNe) 
les J uinsyesA J 
=) sTeqem mnurjeyd jo s 
4 *punog ‘ee14 wig 
iz WII] SUOTPVUTG UIOO AATTOU PUB Ss[Rjour be Sa 
< *punogd ‘e014 em | ZS 

punod sad ¢s ypnso ‘aurydour snospAYUB JO JOAO PUB WZ If 
Gj . ‘ 4 
ony punog ‘e014 Of 
= uo} Auer] i 
< juaosed 07 juaosed Of 
Pe: 
om jusosed ZI yueOs0d C7 punog 
a 
— 
- 1 }ieosed iA 
©) snjd punod snjd punod iad syueo ¢ punod Jad syueo ¢— jnoge |] [vA ‘peur peur | 
© sz 
~~ - ° 
_- ‘ ‘ = 
a. punod Jad s}u90 oF YUU J uz 
oD | 
fy 
hel 
ae 
= 

dl tad que0 | NTITUAOUOO IO 010 as 7. 
a punod Jad sya0o 541 tz 
= > 
= vol J I »MDUYOUNp pup opisnpepup ‘ewu $7 
Zz mt 4 ilooy 
S ° 
wt. 
Y. Tanaq [oN ui iv { ’ 
ts) pune ‘yUa0d yao tox i t 10 WUD LAO aT HUTOAOT i \ 2 
y . 
i) } LITE APPLY] WY PUL OLA 

' " } \ , uo samedadt t l 1 Pp Aypouit ) 





MON IUN FY 


+4 


Pp iT uUlyuO) v you ND APDATS puo }PoOt) » uo mnsboud spusmeasshD-97 DA} 4) fo pay 


/ 
i 





45 


ACT 


AGREEMENTS 


RECIPROCAL TRADE 


OF 


XTENSION 


FE 





pUMOLed g 


punog . ae | 





“pun a8 | Ue i | 


*punog 
‘punod sod sue 
punog 

*‘punod iad juvd f 


*yuooued OF snd 
‘punod 4 1H OZ 
punod jad $)09 (07 





‘yusoud o¢Z 


OP SS 
102° ¥$ 





‘u 


pusdosed 02 








*punod sod 
pun 
‘pu 


*punod sod jus 


Ee | 


juoodad 64 
wd 
Ol ff 
ee | 
ie | 
wid 


ee | 


oe | 


judJed YC 








punod sed syus rt 
Pi { 
ee | 


pur od god yuao +4 





INNER BaaepERT eo 


punod 10} popraoid Ayp~Roy meds jou ‘s 


punog , UlpaouRaApe ‘payloads aoy soso Jou ‘ays 


punog 








punodg 








to} dod p1S J0A0 JOU PONyTRBA * 






*poysem * If) lig pur . 
Joao) SUOTEUTY W100 
uno yido 
punodg 
punod dod sjueo ¢] eAoqge JOU pen[Ba “pany 
mod 
mod deus Tha 
dio pure dummy ourpeisdéso seyjo puw isn 


PION Wintowe Jo JudO4ed 1h UB) a10Ul 4} 
ypPLIONY qt » JO pUud4ed 16 dA0 






salp puoUlEIp) pounjounu 


Sa} Bs} UAOUGS 10 
sages} UeoeS PU 

Ut} JO apIxo youtq puy * 
(aqryegu 






punog | -Un puv epnuo ‘yfeyd qouelg puB suojsdeos 10 ‘ane 


De ME et a ta ee m9 








ouTosos ff 


auryou 4 
OZ 
rAapeppeg 

MO UINIU00I1Z 











punosas ‘apres ‘OTB, * 


WITT OS 

aTnny 
yiny 
mipouy 
“HINT pByleed 
“UINTUIS() 





‘ul 


spejem dnois wMunyey * 


sod I 
ssela prondgo 









Yd 20M0F 
AVAOOSTLY 
BOHLIN 


‘yo 
paeutuis 





1q 


uInIsoume Jy 


ouy aulwysAs.) 





; 

press [BOLUIN[LBWIW 

apuis ploy 
sndsion[ 4 
serp puoculVtc] 
jeangeu ‘ayyoAs.) 
UZ 
UNI peUT A 
uoys7uN | 
uly 
aTeide 





““yoo[q ‘ait Bes ‘BLL 








(¥ 


it 
St 


OF 
ct 


bt 





46 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Mr. Marrtiyx. The need for protection in that field developed a 
healthy domestic production record for our own self-sufficiency, for 
preparation for war. That is of far-reaching importance in my mind. 
I have made a special study in that field. 

I want a little help in this from your staff. The impact of the 
reciprocal trade program on strategic and critical materials is rather 
extensive. There are 64 items in that field. A record could be 
prepared by your reciprocal trade staff for us, which would be of real 
help to me in formulating a position as to what may be needed, and 
determining what may be needed in the way of policy in that field in 
particular. 

Secretary Acueson. We should be very glad to be of all the help 
we can. 

Mr. Martin. There is one other item that was formerly in the list 
of strategic and critical materials which I notice is no longer in the 
list. That is wool. That is not one of the 64 items. In the agricul- 
tural world wool is of vast importance. 

I should like to have the record on wool added to the other strategic 
and critical materials that are now on the Munitions Board list. 

I was struck by a report in yesterday’s Washington papers about 
the present price trend in wool. I notice that it is taken from a 
report of the Administrator of the Commodity Exchange Authority, 
just issued recently. It gives the price of wool tops, June 23, at 
$1.99 a pound. By July 28 that had jumped to $2.30. Yesterday’s 
paper called our attention to the fact that it has now jumped up to 
$4.005. That is an amazing increase. There is something behind 
that with far-reaching significance to us in preparedness. I wonder 
if we are not faced today with some responsibility, and whether or 
not the reciprocal trade program, the way it has been administered, 
may have made a contribution to this situation that has brought 
about the low strength of our Nation’s sheep herds. The number of 
sheep in this country now stands at the lowest number since the 
records were started at the close of the Civil War. You can see why 
I want to have wool added to the 64 items, because our present situa- 
tion in getting clothing for a greatly expanded Army, to fight in 
30° below zero weather conditions, is something that we have to give 
some consideration to, 

(The information is as follows:) 


Woot AND THE TRADE AGREEMENTS PROGRAM 


It appears to be true that the number of sheep in this country is now the 
lowest since the Civil War. It is also true that wool prices are at an all-time high. 
However, it is not true that both or either of these phenomena are attributable 
to the trade agreements program, 

In the first place, if price and tariff were all that were involved, the existence 
of such high prices for wool would certainly result in larger flocks of sheep. At 
the present time, world demand is far outrunning the world supply of wool, 
resulting in high prices in the free wool markets of the world. But the flocks 
don’t go up. Even during periods when there may have been a world surplus 
of wool, domestic producers have been protected by a price support program. 
But the flocks still declined. In addition, the wool growers in the United States 
have had tariff protection since 1816, except for the periods 1894-97 and 1913-21, 
when wool was on the free list. The basic causes for the decline of the wool 
industry in the United States must be found elsewhere than in the trade agree- 
ment: program. 

The average price of wool to producers was 42 cents per pound in 1946-47 
compared to 24 cents in 1937-39; nevertheless wool production declined from 
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426,000,000 pounds in 1937-39 te 310,000,000 pounds in 1947. The price went up 
further in 1948-49, but production continued to decline. Imports of wool also 
declined from a peak of 812,000,000 pounds in 1946 to 246,000,000 pounds in 1949. 

Various alternative explanations have been offered for the decline of the 
wool industry in the United States. It appears, for example, that raisers of 
livestock can get a larger return from meat than from wool. Therefore, more 
animals are sold for meat and fewer raised for wool. Furthermore, costs of wool 
production have risen with the scarcity of sheepherders in the United States. 
Many other occupations are more attractive than sheepherding. In addition, one 
sheepherder in the United States can care for about one-fifth the number of s! 
that an Australian herder can because of the nature of the land. There has also 
been an increase in the number of predatory animals in the United States and 
an infestation of the ranges by noxious brush. Finally, some question has been 
raised about the discriminatory effect of the railroad rates charged in taking the 
wool east to the Boston market. 


eep 


Mr. Martin. | was struck by the statement of the gentleman from 
Louisiana, who gave credit somewhat to the reciprocal trade program 
for the tremendous agricultural prosperity that has swept the country. 
I wonder whether your staff could give me any data on the effect of 
your reciprocal irade program on farm prices and farm prosperity 
from 1934 down to today. Would you help me divide what should 
be credited to reciprocal trade in bringing about this high price level 
that is supposed to bring prosperity to agriculture? 

Secretary AcuEeson. We will do the best we can. 

Mr. Martin. I need to have information on the impact of 
reciprocal trade on the agricultural program. 

Secretary AcHEson. We can get you the markets which have been 
opened up for agricultural goods. 

Mr. Marrix. | am particularly interested in the effect on fats 
and oils, and the effect of that in turn on the price of hogs. I would 
like to have you bear in mind the range of hog prices, as to whether 
or not the reciprocal trade program has made a contribution to level- 
ing those off to more dependable and stable markets. 

If you can get vour staff to do it, I should like to have a comparison 
between the contribution made by the reciprocal trade program, as 
administered, and the actual impact of war, in bringing about our 
present price structure. 

(The information is as follows:) 


Errect or TrapeE AGREEMENTS PROGRAM ON FarRM PRICES 


The trade agreements program has, of course, not had any direct effect on the 
volume of noncompetitive or complimentary agricultural imports which remain 
on the free list. Likewise, there are quite a number of competitive products for 
which no duty concession has been made so that the trade agreements program 
could not have had any direct effect on these. 

During the period of the trade agreements program, imports of agricultural 
commodities not competitive with those produced in the United States have 
actually increased to a greater degree than imports of competitive agricultural 
products. In the period 1934-35 to 1947-48 the value of noncompetitive im- 
ports rose 224 percent while the value of competitive imports increased by 202 
percent. An important reason for the relatively greater increase in noncompeti- 
tive imports as compared with competitive imports is the fact that quotas have 
in many instances been applied to protect the position of the latter. It should 
also be noted that the great advance in prices accounts for the greater part of the 
increase in competitive imports. Another factor is the increase in purchasing 
power in the United States which took place in that period. In general such 
imports have in recent vears expanded at a smaller rate than the total production 
in the United States. On the other hand, export trade in agricultural products 
has expanded as a percentage of total production and recently reached the highest 
levels so far attained. These large exports are assisted by the trade agreements 
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program which seeks to remove the barriers against imports from the United 
States and to place trade on a multilateral basis. 

The relation of the trade agreements program to American agriculture is well 
summarized in a monograph on Agriculture, Trade, and Reciprocal Trade Agree- 
ments by Lawrence W. Witt, published by Michigan State College. A copy is 
attached for the record. 

(The matter referred to above appears beginning on p. 49.) 


Fars anp Otis Duty Concessions AND Price INCREASES 


In the fats and oils field specifically, greatly increased United States production 
and an unprecedented volume of exports have completely altered the trade 
situation as it relates to the proportion between exports and imports. Quantita- 
tive restrictions imposed by the United States on imports have in this field quite 
effectually canceled out any increase in imports which might have been invited by 
either tariff concessions made or price levels attained under price support. In 
fact such quantitative restrictions have, in the case of imports on which duty con- 
cessions were made, probably constituted a greater restriction upon imports than 
did the original tariff rates. Such quantitative restrictions were removed on 
many products in late 1950 and early 1951 because of soaring prices and apply 
now in the fats and oils field only to peanuts, peanut butter, and oil, linseed, and 
linseed oil, and butter and butter oil. 

Attached is a table listing the most important competitive fat and oil products 
for which duty reductions have been made. The table also gives wholesale prices 
in the vears 1940, 1944, 1948, 1949 and in May and December of 1950. It will 
be noted that the duty reductions are relatively small as compared to price in- 
creases Which have occurred since 1940. Thus, butter and oleomargarine have 
doubled in price, tallow more than tripled, soybean oil almost trebled, while the 
price of flaxseed is now two and one-third times what it was in 1940. It will 
also be noted that with the exception of soybean oil the duty reduction is in terms 
of cents a pound and consequently the effect of the reduction has become less 
significant as prices have increased. 

Duties on such important products as linseed oil, cottonseed oil, peanuts and 
peanut oil, and flaxseed oil still remain as in the 1930 tariff, not vet having been 
reduced. Prices on these products have also greatly increased. 

The above indivites that duty concessions upon fat and oil imports into the 
United States are so small in relation to the increases in price that they cannot 
be considered as a factor of importance affecting prices to the farmer in the United 
States. On the other hand, the increased exports have contributed substantially 
to the increase in prices and thus to the increase in farm prosperity. 


Errect or Trape AGREEMENTS Procram on Rance or Hoa Prices 


The United States produces more pork, both fresh and cured, than any other 


country in the world. The United States is on an export basis for pork and only 
at unusual times and for short periods does this market attract importations in 
any appreciable quantity. In normal times there is a small border trade with 


Canada which is insignificant in comparison with United States production. 
There is also some importation of specialty products from a number of European 
countries. Imports of live hogs, fresh or frozen pork, and cured products gen- 
erally amount to less than one-tenth of 1 pereent of United States production, 

Under the trade agreements program tariff duties on live hogs and pork and 
its products have in general been redueed and in some cases bound at lower 
levels. In addition to other natural factors, Umted States sanitary regulation 
preclude the importation of fresh and frozen pork produced in most countries 
which potentially might be a souree of supply. It is apparent that United 
States tariff concessions made under the trade agreements program have not 
materially affected imports of hog or pork products, and therefore have little 
or no effect on the range of hog prices in the United States. 

On the other hand, reductions in foreign trade barriers applying to pork products 
and the increased freedom of trade in general which have resulted from the trade 
agreements program have been helpful to the hog producer in the United States. 
It should also be noted that the United States has obtained concessions on lard 
and pork products from more than 24 countries. 
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Tariff reductions and prices 


Wholesale price in cents 


Product Duty reduction 
May | 
1940 | 1944 | 1948 | 1949 | Fy 5, cet 
{ 1950 
Butter From 14 cents to 7 cents per pound | 28.7 41.5 75.2 O1.1 58.9 62.2 
Oleomargarine and but- do 14.8 19.0 7.1 26. 7 27.0 27 
ter substitutes 
Oleo oil From 1 cent per pound +3 cents 7.05 | 13.04 | 26.56] 14.11 12.5 8 
IRC ! to 6 cent+146 cents IRC. 
Oleo stearine As for oleo oil 24.33 | 11.05 1 18,7 
Tallow Fror cent per pound+3 cents 4.63 9.88 | 17.54 7.53 6.4 2 
IRC to 44 cent +1446 cents IRC 
Soybean oil... From 342 cents per pound 45 per 4.9 11.8 23.8 13.1 13.8 \4 
cent minimum to 3 cents per 
pound 2246 cents minimum. 14.4 7 
Coconut oil From 2 cents to 1 cent - 
Flaxseed From 65 cents per bushel to 50 164.6 310.5 8.3 Wt 87.4 
cent 
Castor oil From 3 cents per pound to 1%) 11.7 13.7 23. 28 18.0 2s 
cent 
1 Internal Revenue ¢ 
{Tl nical Bulletin 220, June 1950) 


AGRICULTURE, TRADE AND RECIPROCAL TRADE AGREEMEN 


~ 


(By Lawrence W. Witt,' Michigan State College Agricultural Experiment 
Station, Department of Agricultural Economies, Kast Lansing 


SUMMARY 


United States tariff duties declined from the equivalent of 59 percent of the 
value of United States dutiabie imports in 1932 to a low of 14 percent in 1948-40 
Part of this decline was due to the reciprocal trade agreement program but a 
part was due to the upward movement of virtually all prices. 

Based upon actual imports for consumption into the United States, tariff rate 
were reduced about 50 percent between 1934 and January 1, 1949. An agreement 
announced in October 1949 reduces tariffs an additional | or 2 percent. \ major 
part of our actual import items have been subject to substantial tariff reductions 

Tariff reductions through January 1, 1949, averaged 48 percent for agricultural 


products and 5 for nonagricultural products based on actual import 
in 1947. In 19 average tariff duties for products actually imported and on 
which duties were paid were 20.8 percent for agricultural and 17.5 percent for 


nonagricultural product ! 


3 perce! 
‘ 
t 


‘ 





This calculation, however, excludes tariff rates which 
were such as to prohibit imports, 

Foreign countries have provided concessions affecting over 65 pereent of our 
agricultural exports, compared with only 40 percent of our nonagricultural exports 
Among the agricultural products where substantial tariff and trade concessions 
have been made are leaf tobacco, wheat and wheat flour, canned and dried fruits, 
apples, pears, grapes, lard and pork, dairy products, and canned asparagus. 
Many countries have agreed to keep cotton on the free list. 

Export and import trade with trade agreement countries has increased moré 
rapidly than with nontrade agreement countries. Reconstruction problems and 
foreign aid programs have helped stimulate trade over and above the trade 
agreements. 

rhe statistical data summarized above suggest that United States agricultural 
tariffs have been reduced by approximately the same amount from levels pre- 
vailing in 1934 as were nonagricultural tariffs based on actual imports in 1947. 
But in 1947 the world was not yet ready to take full advantage of our tariff 
reductions. Furthermore the rates existing in 1934 may or may not have been 
higher for agricultural than for nonagricultural products. 

Two other factors limit the conclusions that may be drawn from these data. 
The extent of liberalization of trade barriers has been limited by the cumbersome 
1 Acknowledgement is made to officials of the Department of Agriculture, Department of Commerce, 
Tariff Commission, American Farm Bureau Federation, and particularly to Mr. W. T. M. Beak t 
Department of State for assistance in providing material on which this study is based. 








50 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


and antiquated customs procedures which discourage the import of (primarily)non- 
agricultural products. On the agricultural side, the use of import controls limits 
the imports of many agricultural products. Import licenses virtually prohibit 
imports of fats, oils, and rice, while import quotas permit no more than specified 
amounts of wheat, cotton, sugar, and other products to come in. 

The price-support program in operation for American agriculture has serious 
conflicts with the foreign-trade policy and needs to be carefully studied, especially 
as it relates to import controls and export dumping. War has made trade prob- 
lems more difficult and disposed many nations toward controls over foreign trade. 

United States imports are still at the relatively low levels of the thirties, the 
equivalent of 2.7 percent of the gross national product compared with 4.4 percent 
for the decade of the twenties. Exports have returned to about the level of the 
twenties Dollar value of course, is higher. Agricultural products represent 
about half our imports but only one-fourth of our exports. 

The over-all problem of dollar shortage affects the operation of the reciprocal 
trade agreements program. So long as foreign countries do not earn sufficient 
dollars, various forms of import restrictions are almost inevitable so as to allocate 
limited dollar receipts to the import commodities considered most essential by 
the Government. An expansion of United States imports, increased private 
investment abroad, and increased travel by United States citizens will help to 
reduce many of these nontariff barriers, 

Unless some means is found to stimulate imports and other dollar earnings for 
foreign countries, the producers of export goods in the United States will be faced 
with smaller markets as United States foreign-aid programs are reduced or 
eliminated, 


AgricuLturE, Traps AND RecrrprocaL TrapE AGREEMENTS 


Since 1934 the United States tariffs have been lowered substantially. These 
reductions have taken place under the reciprocal trade agreements program. In 
the congressional debate over the continuance of this program questions have 
frequently been raised as to how tariff reductions have affected various groups 
in the economy. Have tariffs been reduced more for agricultural or for non- 
agricultural products? What has happened to exports and imports? Has the 
actual operation of the program been favorable or unfavorable to the total prob- 
lems of agriculture? 

Questions such as these form the focus of attention for this study. Yet it is 
not possible to treat the reciprocal trade agreements in isolation from the total 
trade problem of the United States; nor from the stream of events of the past 
15 years. Hence, in order to provide a meaningful background in which to view 
the program certain information is provided on various problems closely related 
to the trade agreements. These include both problems of over-all trade policy 
and problems of agricultural policy, although neither of these is treated fully. 


THE WAR AND POSTWAR ASSISTANCE TO EXPORTS 


The reciprocal trade agreements program was inaugurated in 1934 during 
the low point of our foreign trade. Since then exports have increased about 
six times and imports about four times in dollar Volume, owing in large part to 
the destruction and dislocation caused by the war, the advance in prices of virtu- 
ally all commodities, the tremendous war and postwar demands of the world’s 
economy and the operation of foreign-aid programs. Throughout this period 
a fundamental trade problem has remained with us, and in fact has been accentu- 
ated in the postwar period (fig. 1). As in every year since World War I, the rest 
of the world is still striving to find wavs of earning a larger supply of dollars to 
purchase the American export products they would like to have. Gold before 
the war and grants and loans by the United States Government since 1941 have 
provided a temporary stopgap but have not solved the central problem. The 
reciprocal trade agreements were established to exchange tariff and trade conces- 
sions so as to build a greater total volume of foreign trade through approximately 
equal concessions, but were not designed primarily to redress the disequilibrium in 
the total balance of trade. Nevertheless, it is not possible to analyze adequately 
the reciprocal trade agreements without considering the total trade problem. 

From July 1941, through June 1949, the United States exported over 
$20,000,000,000 of agricultural products and about $120,000,000,000 of non- 
agricultural commodities, over half of these since July 1945. Of these, well over 
50 percent of the agricultural and about 40 percent of all exports can be specifically 
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assigned to one of the various loans or grants of the United States Government, 
of which lend-lease, UNRRA, the Army civilian supply program, and the Euro- 
pean recovery program are the major programs (table 1). But in addition the 
British loan and several publicly controlled banking agencies (the International 
Monetary Fund, the International Bank, and the Export-Import Bank) have 
provided dollar loans which contributed to the expansion trade, but cannot be so 
specifically assigned as the others. 


Tarte 1.—United States agricultural exports specifically financed by stated export 
programs, March 1941 to June 1949 


Million 
Lend-lease . S86, 023 
United nations relief and rehabilitation 1, 139 
Army civilian supply program ‘ 1, 904 
European Cooperation Administration . 1, 783 
Interim aid, United States foreign relief, Greek-Turkish aid, Interna- 
tional Refugee Organization — —- 613 
Total 11, 462 
Other, financed by imports, British loan, sale of assets, gold, ete 9, 196 
Total agricultural exports, July 1941-June 1949 20, 698 


Source: See appendix table A. 


Without the financing provided by these Government programs, exports of 
both agricultural and industrial products would have been far smaller. These 
programs have served the same economic functions as were performed by private 
banking loans after World War I; they supplied dollars to foreign countries with 
which goods could be purchased in the United States and sent abroad. Will the 
current programs be followed by another period when foreign buyers will make 
every effort to reduce purchases in the United States until they match their sales 
in the United States? This is a problem of concern to the reciprocal trade-agree- 
ments program, 

In this report, no more than reference can be made to changes in the inter- 
national position of the United States such as the change from a debtor to a 
creditor nation during World War I, the expansion and advances in efficiency of 
our industrial plant and our increased responsibilities during the last decades as 
we become the world’s economic and political leader. ‘These have been reviewed 
by others However, it is appropriate to present a brief picture of the size and 
extent of the present disequilibrium between the imports and exports of goods and 
services. Figure 1 and table 2 show the growth of the volume of trade and portray 
dramatically the variety of devices which were used in efforts to keep an expanded 
tlow of goods moving into foreign countries. In the years previous to those shown 
in the table, the United States had accumulated most of the world’s gold, testi- 
fving to the long-run imbalance in our imports and exports. <A dollar gap existed 
before the war, though much smaller in size. 


2See Alvin Hansen, America's Role in the World Economy, W. W. Norton & Co., 1945, 
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TaBLe 2.—Differences between imports and exports of goods and services and 
principal means of balancing payments, 1920-49 (in millions of dollars) 








| 
Exports | Imports 
| of goods | of goods | Dollar 
and and | gap 
services | services | 


Average of year Principal ways of balancing 


Private investment abroad, gold imports 


1920-24 | $6,432 | $4,672 
5 | Private investment abroad. 


1925-29 6,617 | §.§ 








1930-34 3, 388 | 2.817 } Gold imports, short-term international loans 

1935-39 4, 025 3, 468 Gold imports. 

1040 5, 355 3, 636 ' Do. 

1441 6, 896 4, 486 Gold imports, lend-lease. 

1042 11, 709 §, 356 Lend-lease. 

14S 19, 134 S, (0 ' 0. 

1a 21, 438 8,986) 12,452 Do 

145 16, 273 10, 232 6, 041 Lend-lease, Army civilian supply, UNRRA 

1yi6 14, 66 7, 167 7,749 | UNRRA, lend-lease, British loan, sale of foreign as 3, 
Army civilian supply, Export-Import Bank, sur 
plus-property credits 

1947 19, 741 8, 46 11,278 | British loan, Army civilian supply, gold imports, sale 
of foreign assets 

14s 16, 7¥1 10, 481 6,310 | European recovery program, Army civilian supply, 
gold imports 

1H 8,619 5, O49 3,570 | European recovery program, Army civilian supply. 


January-June. 

Nore.— Export and import data include not only merchandise but also services such as interest on invest- 
ment, freight, and insurance charges, tourists’ expenditures, electric power, etc rhe column labeled 
“dollar gap”’ might also be considered a measure of the extent of a so-called favorable balance of trade (in- 
cluding visible and invisible items), but which unfortunately is not favorable for a creditor country such as 
ourown. The dollar gap in 1941-45 financed by lend-lease is cost of war, whereby we contributed out of our 
resources to improve the war efforts of our allies, 


Source: Data in appendix table C. 


In spite of the many measures which have been taken to provide dollars through 
grants and loans many countries have found it necessary to limit the use of dollar 
exchange by directing its flow toward the imports it considered more important. 
For a brief period after the war, many countries relaxed their controls. But so 
great was the desire to purchase American goods and so great the disequilibrium 
in prices and supplies that the supply of exchange accumulated at the end of the 
war quickly was reduced. The postwar period has shown that American dollars, 
wherever spent, quickly return to the United States to pay for American exports. 
Every country of the world has a limited supply of dollar exchange: hence, soon 
uses dollars received to pay us for our products, The long-run problem of how 
to pay for American products has reasserted itself, 


THE PATTERN OF UNITED STATES TRADE 


In many foreign countries international trade represents a large part of total 
production, attaining as much as 20 and 30 percent in some of the European 
countries. In the United States, trade does not play as large arole. Merchandise 
transactions usually amount to less than 10 percent of the gross national product. 
This is to be expected, since the United States has a large area with virtually no 
internal barriers to trade and a wide diversity of resources, as contrasted with the 
relatively small areas encompassed by most European countries. Yet, even so, 
the United States has been the largest trading nation in the world by virtue of its 
large population and high national income. Hence we have and do play a major 
role in world trade, and our attitudes are important to the other trading nations. 

Summaries of imports and exports as a percent of gross national product (the 
sum total of the goods and services we produce) are shown in table 3. Our ex- 
ports have been consistently higher than our imports. Both items dropped 
sharply after 1930, a combination of the depression, the Smoot-Hawley tariffs 
and the economic nationalism developing all over the world. In spite of our 
efforts to expand trade, imports are still at virtually the same ratio as in the 
thirties and lower than in the twenties. Exports have increased largely for reasons 
noted above. During a period of rising national income, and especially with 
tariff rates being reduced, it would be expected that foreign goods would come 
in at a higher rate since many imports are luxury items. However, imports as 
a ratio of national production have not increased because (1) Europe did not 
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have the productive capacity to expand shipments rapidly and several other 
areas were unable to restore raw material shipments, (2) European costs and 
prices are too high to compete with many lines of United States industry, (3) 
many tariff rates were still high, (4) the period of the thirties when shipments 
were low followed by the war made it difficult for manufacturers and exporters 
to keep in touch with markets and to produce the goods that United States 
citizens were willing to buy, and (5) in a few cases import quotas limited the 
amount which could come in. 


TABLE 3.— Percent United States exports and imports are of total national productions 
hy 5-ye ar per iods, 1920-48 


Percent United Percent United 





States exports | States imports 
Period re of total na- | are of total na- 
tional produe- | tional produc- 
tion tion 

1921-24 6.2 14 
1995-90 ! 14 
1030-44 i 2.8 
ir) u . 3 a 
1H 44 ( 2.7 
1045-48 P 27 
Source: Compiled from Report of the EC A-Commerce Mission, The Economic Cooperation Administra 

’ » Ovctoher 0 
TARLe 4 Agricultural exports and imports as a percent of total exports and imports 


of the United States, by 5-year pertods, 1920-49 


| 

Percent agri- | Percent agri- 

> cultural are o cultural are of 

Period total United total United 

States exports States imports 
1-24 5.8 3 
5-29 4 2.9 
mu { _ M iS Ww. 1 
143 4 Lo 
OM 44 10 17.8 
“549 27. ¢ 45.2 
Source: Compiled from data published in Foreign Agricultural Trade, May 1949, Office of Foreign Agri- 

cultu Relations, U. 8. Department of Agriculture 


\gricultural exports have been a steadily declining percentage of our total ex- 


ports as American industry developed mass production techniques and gradually 
developed markets all over the world. -The wartime exports of war materials 
provided the recent high point in nonagricultural exports with over 12 billion 
dollars exported in 19044 Actual volume has expanded but at a less rapid rate 
than the value of exports. Postwar food exports for relief and rehabilitation have 
increased agricultural exports as a percent of total exports. Agricultural imports 


have remained at close to 50 percent of total imports since 1930, representing a 
slight decline from levels of the twenties. See table 4 and appendix table B. 

The actual levels of exports and imports tend to move in the same direction as 
business activities and national income. When production is low and income is 
down, imports and exports are small in quantity and low in price. The importers 
and exporters cannot pay the original costs, shipping charges, and other trading 
costs when the consuming market in which they hope to sell is drastically curtailed, 
but when production and incomes are high, international trade flourishes. This 
may be seen by looking at the indexes of physical production and trade in figure 2. 


Even so, in recent years import trade, as discussed earlier, has expanded only mod- 
erately. It has expanded at 2 smaller rate than total production in the United 
States. Export trade, however, has expanded as production expanded and also 
as a percentage of total production. Henee, the volume of export trade has re- 


cently reached the highest levels in historv. 

\nother important consideration in the international trade of the United 
States is the role which trade plays in transferring our business cycles to the 
other economies of the Western World. It is through changes in the prices and 
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quantities of our imports and exports that changes in our prices and volume of 
production—i. e., business cycles—stimulate expansions and contractions in the 
economies of Western Europe, Latin America, and the Southwest Pacific. It 
should be remembered that in countries like Holland and Denmark, imports and 
exports range between a third and a half of the national income. Even in the 
United Kingdom it is between a fifth and a fourth. With the role we play in 
leading the economies of the Western World goes a tremendous responsibility 
in guiding the movement of economic activity. 


MUCH OF AGRICULTURE DEPENDS ON THE EXPORT MARKET 


Even though the United States exports only 5 to 8 percent of its total produc- 
tion, there are many lines of production in which the percentage exported is 
far higher, reaching 30 to 40 percent for some farm and some industrial com- 
modities. When foreign countries lack means of paying for American goods 
it is a serious problem for certain groups of farm people, for certain industries, 
and through these, for the entire economy. A large part of our wheat, rice, 
cotton, and tobacco move into overseas market. Pork and lard, processed milk, 
fresh and processed fruits and vegetables, including dried fruit, fresh oranges, 
apples, pears, and canned asparagus, are sold in appreciable amounts in foreign 
markets. A reduction in the export sales of these products would bring serious 
adjustment problems to the farmers producing them and to the entire economy; 
in some cases they are already being faced. Table 5 shows the percentage of 
production exported for a number of agricultural and nonagricultural products. 


Tasie 5.—Percent of United States production of leading commodities expo: ted, 
1929, 1933, 1938, and 1948! 


Percent exported 


Commodity . a -— ees 


129 1933 1038 i 1048 
Crude materials 
Pobaceo leaf. . 44 wi) 37 25 
Cotton “i Ho 20 33 
Anthracite coal 5 2 i 12 
Bituminous coal ; 3 } s 
Crude petroleum ) 1 | 6 2 
Foodstuffs and beverages ' 
Meat products } 1 l 2 
Lard i a4 12 12 
Milk, condensed, evaporated, and dried ; 2 l ” 
tie os 15 21 42 
7 5 12 su 
10 ri 10 5 
if 14 7 2 
i") ; it} | 
finished manufactures | 
ling duck 7 ' 1! ) 
‘ u t 2 
l im 1) os 
f Is l 2 
nt 4 } 
| products 6 ; s ‘7 
iron and steel ‘ ; u 5 
ron and steel products ¢ Ss . . S 
ts, plates, sheets, bars, ete ’ 7 5 s 
i 41 3 19 
ined 10 v 12 l 
, plates, blocks, sheets, cte ; l 1 10 
mplements and machinery 25 30 17 2 
cars, trucks, busses) § 10 6 ll ‘ 
1 Crop year for tobaces, cotton, wheat, rice, apples, and oranges, 
? Less than 0.5 percent 
3 Based on net shipments for sale; other years based on production, which was not available for 1948, 
4 Tubular products other than east iron pipe and fittings; data not available for 1933 and 193s, 
§ Based on shipments as completed cars; these shipments slightly understated in that they do not include 


the number of cars exported in parts for assembly abroad. 


Source: Compiled from data of the Office of International Trade, U, 8. Department of Commerce and the 
Oflice of Foreign Agricultural Relations, U. 8. Department of Agriculture 
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Among the leading industrial products being exported are automobiles and parts, 
cotton textiles, machine tools, rubber tires, tractors, agricultural machinery, 
lubricating oils, crude sulfur, certain steel and petroleum products, radios, refrig- 
erators and other electrical appliances, typewriters and other office appliances, 
and coal. These exports are of interest to all branches of agriculture ineluding 
nonexporting farmers since the workers who produce these products are con- 
sumers of ali kinds of agricultural products, and in the process of spending their 
income they contribute to a large domestic market for all kinds of goods. 

Actually the workers in these export industries are among the highest paid 
workers in the United States. The combined efficiency of the worker and the 
industry is such that they can compete in the world market, even though some of 
their product is sold in countries where the level of living is extremely low. Table 
6 shows weekly wages in 1939 and in 1948 for a number of tariff-protected domestic 
and export industries. Tariff protection does not necessarily provide for high 
wages and industrial efficiency, and competition in the world market does not 
mean lower levels of living. In spite of the inflation and wage readjustments of 
the last decade the workers in the export industries have maintained their favor- 
able wage position. Maintenance of prosperity and employment in these indus- 
tries contributes much to the American economy and standard of living. 


TARBI b 6. Ave rage wee I ly wages of workers wh se rlain a? d istries prote cle d , 4 the 
tariff, in domestic industi les, and in tndustries er po fing an appreciable pa t of 
their production, Un led State s, 1959 and 1948 I 


Average weekl 
eurnl 
Industry 
at 104s 
Protected industries 
Carpets and rugs $23. 25 was 
Pottery 22 74 
Silk and rayon good 15. 78 48. AS 
Cotton goods 14. 26 12 
Domestic industries 
Printing and publishing, newspapers, and periodicals 37. 58 66. 73 
Street railways and busses 3.93 6) 
Private building construction 0.34 68. 2 
Dyeing and cleaning 10 ) 
Export industries 
tubber tires and inner tubes 33. 36 “2 
Automobiles 2.00 ‘ 
Machine tools 2 OF 
Agricultural implements, includ tractor é 61 
rhe classification of indust vas taken from Public Affairs Pamphlet No. 99, What Fore 
Means to You 
sou Survey of Current Business, U. 8S. Department of Commerce; 1949 Statistica] S 
Bureau of Labor Statistics, U. 8. Department of Labor 


rHE TRADE AGREEMENTS PROGRAM 


The trade agreements program was first started in 1934 under Secretary Hull’ 
It provided that tariffs could be reduced through negotiations between the 
United States w ith one or more foreign countries. Tariffs could be reduced through 
concessions on both sides with a maximum reduction in the United States of 
50 percent from the levels existing in 1934. Other provisions required open 
hearings on proposed tariff negotiations and limited the life of the authority for 
3 years. Since then, the act has been extended, usually for 3-year periods with 
some changes in particular provisions. The most important provided that the 
tariff rates existing on January 1, 1945, were the basis for the possible 50 percent 
reduction, thus providing further opportunity for tariff reductions. In other 
words, tariffs reduced 50 percent between 1934 and January 1945 could be reduced 


See estimates made by T. W. Schultz, C. J. Shohan, and A. Erickson in a report prepared for t 
American Farm Bureau Federation and printed in Hearings, Extension of the Re« 1 Trade Agre 


ments Act, House Ways and Means Comm , 76th Cong., 1940, vol. 2, pp. 1722-1837 
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an additional 50 percent to a total of 75 percent of the 1934 rate. If a tariff 
had not been previously reduced, the authority was to a total of 50 percent. 
The provision now in effect refers to the level in 1945. ’ 

While Congress reviews the program at least every 3 vears, it also has the 
opportunity to review and amend the program at any time. At the same time, 
the act has the distinct advantage of moving the bulk of the tariff negotiations 
and discussions from the floors and halls of Congress where it is particularly 
subject to political pulls, pressures, and logrolling, to the executive branch of the 
Government. It also provides an opportunity for discussing proposed tariff 
reductions with other countries and thus receiving reciprocal tariff concessions 
on our export products. 


Tarte 7.—Percent average tariff duties were of value of dutiable and total imports, 


and percent of imports into the United States that were duty-free, under specified 
tariff acts, 1910-49! 


Equivalent ad valorem 


—— Percent of 
imports 
i duty-free 
Dutiable . ! 
imports All imports 
Payne-Aldrich law, 191 } 40.8 19.3 52.6 
Underwood law 
1914-18 <é fe ae 
191922 24.8 9.0 (3.7 
Fordney-MeCumpber law, 1923-30 38.5 14.0 3.8 
Hawley-Smoot law 
nas 30 51.4 17.8 65.3 
15-30 9 2 5.9 3 
IU 44 3.3 11.5 5.5 
nections 198 7.7 61.2 


Fiscal years 191-18; calendar years 1919 to date. Data for 1949 available only for period January 1 to 
June 30 


Source: Statistical Division, U. 8. Tariff Commission Ad valorem rates are the percent the tariff col- 
lected is of foreign valu 


TABLE 8&8. Average ad valorem rate on dutiahle imports of the United States and 
index of foreign value of all imports, 1927-49 


(Average Index of Average Index of 

ib valorem average id valorem average 
Year rate on foreign value Year rate on foreign value 
dutiable of all imports dutiable of all imports 
mports 1923-25 = 1(")) imports 1923-25 = 100) 
1927 tu A ha) 1939 7 5 
LGZs 0 u luo 4) 5 
1929 40) S7 | 194] 37 63 
1930 45 71 1942 2 72 
1931 53 55 1943 3 To 
1Ws2 ‘ 3 144 0 “4 
1033 a | my 1945 Js ST 
1934 17 wo 1046 * o7 
144 43 fe) 1947 20 119 
lus uy aS | 1048 14 i2 
1937 is wo 1v49 14 12 

193s Y Mi 


Based on first 6 months 


Source: U. 8. Tariff Commission and U. 8. Department of Commerce 


Three major periods in the trade-agreements program can be distinguished. 
The first is a series of individual trade agreements between the United States and 
some other country covering the period 1934 to 1945, with most of the agreements 
in the prewar period. The second period deals primarily with the Geneva trade 
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agreement with 23 countries participating which is by far the most important 
single agreement. The third covers the later period—primarily the Annecy 
agreement to date. This last agreement is so recent that complete data on it 
cannot be included in this study. The United States negotiated with one country 
at a time prior to Geneva; since then, negotiations have been with groups of 
countries. Another series of tariff discussions have recently been announced for 
the fall of 1950, with details yet to be arranged. 


UNITED STATES TARIFF RATES AND TARIFF REDUCTIONS 


The average tariff rates calculated on an ad valorem equivalent‘ for dutiable 
imports actually received has been reduced from a high of 59 percent in 1932 to 
a low of 14 percent in 1948 and 1949. Levels of duty under various tariff laws 
and economic conditions are shown in table 7 and appendix table Ek. Average 
rates declined from 41 percent under the Payne-Aldrich law of 1910-13 to 25 
percent under the Underwood law and the higher prices of 1919-22. They were 
increased under the Fordney-MecCumber and Hawley-Smoot laws to reach a high 
point in the 1931-34 period. Since then, rising prices and lower rates have 
combined to reduce the average rate of duty. About 60 percent of our imports 
come in free of duty. Many agricultural staples, such as cotfee, bananas, and 
cocoa, enter in this classification. When free and dutiable imports are combined, 
the average ad valorem rate has been reduced from 18 percent in 1931-34 to 
S percent in 1945-49. 

But this apparent reduction in tariff rates is misleading. A large part of our 
tariff duties are specific duties—so many cents per unit. Thus when prices 
increase, the ad valorem tariff equivalent is reduced. ‘The world-wide price in- 
flation has lowered the effective tariff level of the United States duties substantially 
regardless of any tariff concessions (table 8). This relationship of the price level 
to rates of duties deserves careful attention. The pereent of duty of a specific 
tariff varies inversely with the price level while an ad valorem rate does not. An 
example will illustrate. 

During a period of rising prices, the relative rate of duty declines for specific 
duties but the reverse effect occurs during a period of falling prices. (If we assume 
that prices are at a long-time higher level, there is an argument for reducing ad 
valorem tariff rates by a greater amount than specifie duties in order to get equal 
reductions in effective tariff rates.) Table 10 shows the distribution of specifie, 
ad valorem, and compound (a combination of both) duties by tariff schedules. 
It also shows the distribution of imports by general categoreis for 1939. 


TABLE 9. Fram ple of relationship of tariffs and prices to ad valorem eq sivalent 


. Assumed vafue Ad valorem 
ten riff charges 
Item Pariff charged per unit equivalent 
Percent 
Not bleached, cotton cloth, Nos, 90 1034-—41.5% ad valorem ! $1.00 41 
to 102, valued at mure than 70 | 1048-—41.5°% ad valorem $2.20 ‘ 
cents per pound 
Rutter {i034 14 cents per pound 20 cents per pound ro 
—s (IM4S— li cents per pound 60 cents per pound 23 
With tariff reductions made since 
lvi4 
Not bleached, cotton cloth, {1934—41.5% ad valorem $1.00 41 
Nos. 90 to 102, valued at more | (1M48 —27.5°% ad valorem $2.20 27 
than 70 cents per pound 
Butter /1u34-—14 cents per pound 20 cents per pound 70 
— (19487 cents per pound | 60) cents per pound 11.5 


Limited to not less than 0.55 cent per average number per pound 

Limited to not less than 0.40 cent per average number per pound 

Limited to 10,000,000 pounds Apr. 1-Oct. 31 and 5!,000,000 pounds Novy. l-Mar. 31 
‘An ad valorem tariff is fixed at a certain percentage, say 30 percent, of foreign value. A specific tariff is 
fixed at a given number of cents per unit, as 20 cents per bushel, or 10 cents per pound. To determine average 
tariff duties specific tariffs have been converted to percentages of value, thus providing ad valorem equiv- 
alents. 
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Tasie 10.—lU'nited States dutiable imports, classified by type of import duty and 
tariff schedule based upon actual imports and duties in 1939 





- Se a a ee 
i 
Value of Percent of item with each*type of 
dutiable rate 
rariff schedules imports . 
(million | | | 7. 
dollars Specific Ad’valorem|Compound ! 
1. Chemicals, oils, and paints . Mt 39.9 40.4 19.6 
2. Earths, earthenware, and glassware | 25.4 37.9 19.0 23.1 
3. Metals and manufacturers of 80.7 69.4 25.6 51 
4. Wood and manufacturers of 17.0 74.9 25.0 Sy 
5. Sugar, molasses, and manufacturers of v6 wo 3 .6 
6. Tobacco and manufacturers of wi O Ww. 0 j 1.0 
7. Agricultural products and provisions - . 173.8 77.0 22.7 | 3 
&. Spirits, wines, and other beverages AO. 1 100.0 
9. Cotton manufacturers... 77.3 3.5 ow. 4 < 
10. Flax, hemp, jute, and manufacturers of M48 a4 38.4 32 
11. Wool and manufacturers of 49.2 62.5 7.7 20.6 
12. Sik manufacture . 5.3 100.0 
18. Manufactures of rayon or other synthetic textile 0.2 u w.3 a8 
14. Papers and book il.4 0 (3.3 33.6 
15, Sundries 133.5 10.8 S4.2 4.9 
16. Free list taxahbl 0 100.0 
17. Un Nabi 1.0 
Potal..... 878.9 61.7 2. 5 5.7 
1 A compound rate includes both specific and ad valorem rates, e. g., 5 cents per pound and 10 percent of 
value. 
Source: United States imports in 1959, classified according to type of duty, U. 5. Tariff Commission, 
} " 


Washington, LD. C., September 1943. 


Several tabulations made by the United States Tariff Commission permit sep- 
arating out these two influences of prices and tariff reductions. Using the actual 
imports of the United States in 1939, they have calculated the average ad valorem 
equivalents of the tariffs which would have been collected if the preagreement 
rates were in et } 


t 
Teet (assuming imports to have stayed the same) and at the rates 
as of January 1, 1949, with all provisions of the Geneva agreement in effect. 
These calculations are shown in table 11 below, and in table 12 these calculations 
are repeated in more detail using 1947 import figures. Both calculations are 
based on actual imports. Imports for which tariffs are prohibitive are not in- 
cluded, since there are no imports, while imports valued at $1,000,000 are weighted 
10 times more heavily than those valued at $100,000. 






Table Ill shows that from the inauguration of trade-agreements program 
hrough the Geneva trade agreement in late 1947 the average tariff on dutiable 
imports has been reduced by 47 percent. Reductions in the Annecy agreement 
in Qetober 1940, are not included in the above calculations At Annecy, duties 
were reduced on imports from the 10 negotiating countries valued at about 


$61,000,600 and bound at present rates or the free list for an additional $82,000,000 


of imports based on 1948 figures. As part of our multilateral trade policy, these 
concessions have been extended to other countries participating in trade agree- 
ment Henee the total value of United States 1948 imports on which new con- 
cessions were made at Anneey is about $250,000,000, of which some 55 to 60 


percent probably are bindings on the free list or bindings of present rates.5 Since 
approximately 4 pereent of the value of our imports were ineluded in new tariff 
concessions at Annecy, the percentage tariff reduction in tables 11 and 12 would 
be increased by | or 2 percent as these new concessions are incorporated in the 
above calculations, 





§ Anal Prot Loo rand schedu to the General Agreement on Tariffs and Trade 
Negotiated at Ann France, April-August, 1949, Department of State Put ition 3551, Oetoher 1949 
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TABLE 11.—Average rates of duty on United States imports calculated before any 
agreements and after Geneva trade agreements, basis import statistics of 1939 


After | Average 
5 Before any | 

Class of imports agreements Geneva a reduction 

isreemen j in rates 

Percent Percent | Percent 
All dutiable imports z eee ‘ 48.2 25. 4 47 
Imports on which duty was reduced. 52.8 24.9 53 
Duty-bound imports 14.1 14.1 0 
Imports not In any agreement 34.9 449 0 
NOTE The first column shows the tariff rates which would have been assessed on 1939 actual imports 


road 
er 





if there had been no tariff reductions, while the second shows the rates that would have been char if 
Jan. 1, 1949, tariff rates had been in effect. This eliminates all the influence of price changes and a changing 
composition of imports. The last column shows the percent of duty reduction through the trade agree- 
ments for all imports subject to duty, and on imports under various classifications of concessions. The 
actual rate in 1939 was 37.3 percent, showing the effects of some trade agreements and some price increases. 

Source: U. 8. Tariff Commission, Operation of the Trade Agreements Program, pt. III, Washington, 
D. C., 1949. 


Table 12 shows the reduction in tariff rates to January 1, 1949, just as in 
table 11. However, it is based upon 1947 import statistics and refleets the post- 
war import situation. Furthermore, if the 1939-46 tariff reductions or advance in 
price levels brought in different import items, these changes would be reflected in 
1947 statistics. The average rate of duty is less than in table 11, 30 percent in 1947 
compared with 53 percent in 1939, reflecting both the change in prices and the 
change in kinds of goods imported. Even so, the percentage of tariff reduction 
from 1934 to January 1, 1949, is nearly the same, 53 percent in table 11 compared 
with 50 pereent in table 12 for imports on which duties were reduced. 

It is also possible to compare tariff rates and tariff reductions for agricultural 
and nonagricultural item: \gricultural tariffs were reduced 48 percent (the 
average rate dropped from 31.6 to 16.3 pereent) while nonagricultural tariffs 
were reduced 53 percent (from 28.3 to 13.4 percent) in the same period. Actual 
tariff rates in 1047 (for the approximately 95 percent of our imports on which 
duties were either bound or reduced) were 20.8 percent for agricultural and 17.5 
percent for nonagricultural items. The pereent for bound items is 8.4 percent 
for agricultural and 10.0 pereent for nonagricultural. 

The tariff reductions have been surprisingly evenly distributed between agri- 
cultural and nonagricultural imports. These are shown in table 13. Each of the 
classifications —free imports, percent of imports with duties reduced, and percent 
with no duty reductions—are nearly the same for agricultural and nonagricultural 


Items. 











Tart I 12. { erage rates of d ity on Un tiled States d al able agricultural and none 
agricultural mports, 6b ‘or any toriff reduc trons, with reductions in efiect on 
Jan I. 1949, a f actua ites ! 194, mport statistics 

‘ vient 
\ eultur - Total] 
iral 

| utiat ’ r 1 $1. 056. 000 $1, 156. OOK $2. 212. 000 

J cent Percent Percent 

Actual 1947 valorem r Aw) 1 

\ r rate fiten Det la i Ss. 4 , ] l 

Ad va rates bas Ty rt r thr 

dut 
Assuming no tariff reductior 1 on 
t } Jan. 1, 1949 if 13. 4 
1wtior 48. ( 00 
Source: Effect of Trade Agr ‘ ( I 1 Stat Tariff La tI , {7 
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TaRve 13.—Percent of total value of our imports in 1947 on which there were tariff 
duties and on which tariff reductions were made by trade agreements in effect on 
Jan. 1, 1949 

Nonagricul- | 
tural All imports 
imports 


4 gricultural 
imports | 


Total value of imports for consumption ! $2, 760, 000 | $2, 883, 000 $5, 643, 000 
Percent * Percent Percent 

Above i nports free of duty__- 61.7 50.9 60.8 

Imports with duties 38.3 4. 1 39. 2 

Imports with duties reduced 34.2 35.1 34.6 

Imports with no duty reduction 4.1 5.0 1.6 

Nori rhis table is based on actual imports during 1947, showing the percent of value of imports falling 


in each category 
Source: Effect of Trade Agreement Concessions on United States Tariff Levels Based on Imports in 
1947, U. 3. Tariff Commission, May 1949. 


There are certain limitations on the interpretation of these data. First, a 
tariff may be so high that it completely bars the import of the product. If so, 
this tariff would not be involved in the calculation of average tariff rates since no 
tariff is paid, while another and lower tariff may hinder, but not bar imports and 
will be included in the calculation. In the same way, a tariff on an export product 
will not be included, vet it may be a high tariff, but of no significance except in 
cases of a short crop, a prolonged strike or a sudden increase in demand. Finally, 
a third limitation on the interpretation of the tariff stems from the use of quotas. 
A quota may limit imports far more than a tariff, vet it cannot be calculated 
quantitatively in the same way as average tariff rates. This particularly affects 
the comparison of agricultural and nonagricultural average tariff rates, since most 
of the quotas are applied to agricultural products. However, customs procedures 
may be so complex for some manufactured products that they appear to be 
additional restrictions. Only a few quotas are being applied to semimanufactured 
products, i. e., fillets of cod and several other fish, cotton cord strips and cotton 
comber, and to cigars and pearl or shell buttons from the Philippines. Rights 
have been reserved to apply a quota in woven wool fabrics, and mixing regulations 
apply torubber. In view of these quotas, it is only possible to conclude that the 
average restriction on imports appears to have been reduced less for agricultural 
than for nonagricultural products. In other words, in negotiating the agreements 
the State Department and other Government representatives have been particu- 
larly conscious of agriculture and while negotiating approximately equivalent 
tariff cuts have provided safeguards through quotas which have reduced the 
effect of the tariff cut. It must be added quickly that the most important quota 
at present, that on sugar, is a result of the Sugar Act of 1948 and not a part of the 
trade agreements. Quotas will be considered in more detail later. See appendix, 
table G. 


TABLE 14 Extent to which United States tariffs have been reduced under the recipro- 
cal trade agreements program, based on 194? import statistics and tariff concessions 
to Jan 1, 1949 


Percent of 


Value of im- dutiable 


ports imports 
Dutiable imports, total $2, 212, 000, 000 100.0 
Duty reduced Percent 
} 219 99 


HH to 75 pers ent 
“ to 65 percent 
16 to 55 percent 
Wi to 45 percent 


wt 22. 3 
SoU 37.9 


26 to 35 percent 72 7.8 

If to 25 percent a 3.5 

1 to 15 percent 55 2.5 

Total, tariff reduced $1, 955, 000, 000 aS 4 
Duty bound $126, 00), 000 57 
$131, 009, 000 9 


Not in any agreement 


Source: Effect of Trade Agreement Concessions on United States Tariff Levels Based on Imports in 
1947, U. S. Tariff Commission, May 1949 
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The above discussion refers to changes in the average rates of duty. Of 
interest also are the distribution of the changes in duties under the trade agree- 
ments program. Table 14 shows the percent of our tariffs which have been 
reduced specified amounts. (The effect of price changes is not included, only 
actual trade agreements.) Thus, based on 1947 dutiable imports, about 11 per- 
cent of our duties had not been reduced by agreement and nearly 10 percent had 
been reduced by between 66 and 75 percent. The tariffs on 70 percent of our 
1947 dutiable imports had been reduced by 46 pereent or more. In short, the 
trade agreements program has reduced tariffs on the great bulk of the items which 
we actually import. Items which are not imported, because the tariff is still too 
high or which do not enter for other reasons are excluded from this table. 


TARIFF AND TRADE CONCESSION ABROAD 


The other part of the trade agreements, of course, are the concessions * made 
by foreign countries for items which the United States is exporting. A summary 
is shown in table 15. Nearly two-thirds of the United States exports of agri- 
cultural commodities are shipped to countries making tariff or trade concessions 
on these commodities compared with only 40 percent for nonagricultural com- 
modities. Foreign countries made tariff reductions over a wider range than the 
United States since 14 percent of the foreign concessions involved the total elimi- 
nation of the duty. However, one-fourth of the duty reductions were less than 
25 percent, and nearly a third were reductions of 25 to 36 percent in the tariff 


duties.’ 


TaBLe 15.—U'nited States erports, and foreign countries’ imports from the United 
States of concession items, by agricultural and nonagricultural commodities, 1939 


{In thousands of dollars] 


Nonagricul- 





Item tural com- Agr ee meh 
modities ee oo 
United States exports 2, 408, 25¢ 6 st 123, 342 
Foreign countries imports from the Unite 1 States of concession 
items: ! 
Amount 21,009, 731 2 430, 244 1, 448, 090 
Percent of United States exports 10.9 65.7 1K. 0) 


! Upon the basis of all trade agreements in effect Jan. 1, 1949 

? The sum of the agricultural and nonagricultural commodities, here given, is not quite equal to the 
imports from the United States of all commodities on which commitments were made, from pt. IV of 
Operation of the Trade Agreements Program June 1934 to April 1948 (p. IS The difference (about 4 
percent) arises from corrections in the totals which were not carried out in the work sheets from which 
the breakdown between agricultural and nonagricultural commodities was mat 


Source: Information made available by United States Tariff Commission, 


TABI Eb 16. Total exports of the United State &, imports hy trade agreeme nt countrie¢ s 
from the United States and types of concessions made , based main!y on 1939 data 
and on trade agreements through Jan. 1, 1949 


United States 


exports 





Item | foreign Percent 
imports 
United States exports $3, 125, 342 100 
rotal imports from United States 2, 420, 625 77.7 
Trade agreement countries: 
Total imports on which commitments were made 1, 498, 000 480 100 
Binding of free status 25, 170 22 
Binding against increase $2, 14 Jl 
Reduction in duty ‘4, 2 f 
Other commitments 145, 685 10 
Source: Operations of the Trade Agreements Program, Pt. IV, United States Tariff Commission, 1949 
In concluding tariff agreements, 2 promise not to raise duties (tariff bindines) has been considered a 
cor i is a tariff reduction or an increase in the import quota is considered a cone n. Where 
I™ in have been separated from real reduetior f restriction 
’ Operation of the Trade Agreemet Program, Pt. IV, United Stat rariff Con 4 
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The types of concessions made by foreign countries are shown in table 16. 
The data on imports and exports are for 1939 but the reductions include all 
trade agreements through the Geneva Conference. It is argued that 1939 
represents a more normal pattern of imports than any postwar year when many 
special arrangements provided various abnormal exports to war-devastated coun- 
tries. In any case, the data show that duty reductions and other mitigations 
of barriers represented slightly less than half of the concessions, while bindings 
on the free list and bindings of existing rates were a little over half of the com- 
mitments. 

More of the duty reductions and other mitigations of trade barriers and bind- 
ings on the free list were for agricultural products. Details are given in appendix 
table F. More tariffs were bound against an increase for nonagricultural products. 

To provide more specific data on the concessions to agricultural exports, table 
17 has been prepared. It shows the number of countries giving specified treat- 
ment to various major agricultural exports. It should be noted that for raw 
cotton, 9 of the 13 countries agreed to maintain raw cotton on the free list. It 
may be debatable whether this should be considered a concession, yet no better 
treatment can be expected than permanent duty-free status plus the absence of 
other nontariff restrictions. This is especially true during a period when the 
trend toward restrictions is increasing as a consequence of war or its aftermath. 

The major agricultural export products of the United States have received 
many tariff concessions from foreign countries. Fresh, canned and dried fruits 
and canned vegetables are among the items granted concessions from the great- 
est number of countries, most of them being real trade-barrier reductions, such 
as larger quotas, reduced tariffs, etc. Tariff and trade agreements and negotia- 
tions are complex. Yet table 15 showed that about two-thirds of United States 
agricultural exports received tariff concessions, 
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TABLE 17.—Number of countries granting concessions under the reciprocal trade- 
agreements program on exports of major agricultural export products (trade agree- 
ments through 1948) 








Number of countr 
Pores gran 
United | 1434 - 
exp 1439 t : Red ‘ ' 
. , . nN ’ 
ict n il hte P 
} ‘ ; Pav 
Raw cotton and | $242, OF oo 7 
Leaf tobacco, unm ila 76, 826, 000 SA “ . 
Gi md prepa , 
W heat 8, 815, O00 2 x ) 
Wi it flour 24, 574, OOW 7s ‘ 
Soy beans 0, 603, 000 
Corn 1, S02, O00 { 
Rice 1 IST. O00 su 1 
irley 145. OOO Ww) 
( ad fruit On iM un) “ a”) on 
t ~ fruits 
Orance 265, 000 or 
Apples 10, See, O00 i" ‘ - 
Lemons 2 Ts6, O00 ‘MH, 
Crrapes ® 184.000 21m) 4y lt 
Grapefruit 1, 749, 000 70 1 ‘ 
Lard *), 229 OOO ” 
Pork AY. 14. 000 »s) ~ 
Oil cake and oil-cake 1 il rf ooo 7 
Dairy products 7 1264. 000 4 | y 
Dried fruits 
Prunes 067, 000 92 19 7 
Raisins , O10, 000 ss ) z. 
Apricots Hay. om 
Apples 1, SO4, OO} S) ) 2 
Canned vegetable 
(Asparagus 1 one Ano rw g ‘ 
Otoer 2,857, 000 2 i 
retables 
Potatoes 9 252. 000 
Other 5, 522, 000 a 
Nine countries bound raw cotton on the free list 
? Based on data taken from import statistics of the receiving country; hence, incl 
some export hipped from t l'nited States late in 1938 One hundred percent meat th 
ll United States exports of this modity re to trade-agreement countries 
Source: Value of exports and ports to intries makine concession from Oneration of the rade-A 
ments Program, pt. 1V, Kept. No. 160, 2d ser., U. 8. Tariff Commission; nu uber of countries grantin 
) U.S. ' tof st 


EFFECTS ON IMPORTS AND EXPORTS 


The next question to be dealt with is the effects of the trade agreements on 
the volume of imports and exports. Have they contributed to an expansion 
of trade? This question is difficult to appraise accurately. The over-all increases 
in national incomes have permitted an expansion of trade quite aside from the 
trade agreements. The advance in price increases the total value even if quantities 
remain the same. Then, too, over half our imports are in items entering free 
of duty, and a considerable part of our exports pay none or only nominal duties in 
the buving country. As an economy expands, its people may choose to purchase 
much more of certain items, even though the tariff is and continues high. It 
would be easy to visualize circumstances under which trade with non-trade-agree- 
ment countries and in items on which no reduction has been made might increase 
as much as or more than trade-agreement items with trade-agreement countries. 
{n example might be that with higher incomes people were willing to buy and 
pay much more for cigarettes made exclusively of Turkish tobacco. In this 
case imports from Greece, a non-trade-agreement country until Annecy, would 
increase rapidly. Imports of coffee from Brazil, a trade-agreement country, 
might increase slowly. In the reverse case—an increase in trade with trade- 
agreement countries—it is not necessarily conclusive proof that the trade agree- 
ments alone are responsible for the increase. The trade-agreement countries 
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are friendly countries and frequently are countries to which we have made grants 
or loans. Hence exports would be expected to increase. With these limitations 
on the data in mind, the data in table 18 may be analyzed. 


TABLE 18.—Change in value of United States foreign trade with trade-agreement and 
non-trade-agreement countries, 1934-35 average, 1938-39 average, and 1947 


| Value (millions of dollars) Percent increase 
Item os s 
— a 1934-35 1984-35 
1954-35 1938-39 1947! to to 
iveruge average 1938 39 1047 
Exports, including reexports: 
ro countries having trade agreements prior to 
Geneva 1, 334 2. 039 9, 786 53 034 
To countries having first trade agreement with 
United States at Geneva 28 3i4 1, S89 3S 72u 
Total trade-agreement countries 1, M2 2. 353 11, 675 Sl O47 
‘To non-trade-agreement countries ? 610 737 2. 603 21 $27 
Total exports to all countries 2.172 3, 090 14, 278 2 557 
Imports for consumption 
From countries having trade agreements prior 
to Geneva 1, 202 1, 420 4, 251 Is 24 
From countries having first trade agreement 
with United States at Geneva 198 230 S12 16 310 
Total trade-agreement countries 1. 400 1. 650 5, 063 is 22 
From non-trade-agreement countries 2 #8 45 579 5 32 
Foetal imports for consumption 1, S38 2,113 5, 642 5 207 


Based on preliminary estimates for 1947 

? Principal countries with which the United States has no trade agreement include Egypt, Germany, 
Japan, Philippines, U. 8. S. R., Spain, Poland and Danzig, and Portugal. Denmark, Greece, and Italy 
were in this list until 1949. 

Source: Operation of the Trade Agreements Programs, pt. V, Rept. No. 160, 2d sec., United States 
Taritf Commission 

Note.—The increase in the price level since 1940 has contributed greatly to the expansion in value of 
track Frade in 1947 has been affected by United States grants particularly for exports. 


Exports to trade-agreement countries increased 647 percent between 1934-35 
to 1947, while exports to non-trade-agreement countries increased only 327 percent. 
For the earlier period the percentage changes are smaller, 53 percent for trade- 
agreement and 21 percent from non-trade agreement countries; yet, since the 
price change is smaller, the differences probably are equally important. Postwar 
exports financed by rehabilitation and reconstruction grants have certainly had 
an influence on these figures. 

Import figures are less affected by these loans but also show greater trade with 
agreement countries. United States imports from trade-agreement countries 
have increased by 262 percent since 1934-35, but only 32 percent for non-trade- 
agreement countries, the latter being an actual decrease in physical quantity. 
Countries becoming trade-agreement countries at the Geneva Conference in 1948 
show much the same pattern as the older agreement countries, suggesting, first, 
that trade-agreement countries are usually countries more closely associated with 
us and, second, that these countries gained some benefit as trade agreements were 
extended under out multilateral most-favored-nation treaties. 

Several of the non-trade-agreement countries in this table became trade- 
agreement countries in the Annecy agreement; namely, Denmark, Greece, and 
Italy. Two ot the others, Germany and Japan, are under strict United States 
and Allied Nations control as to imports and exports while in a third, the Soviet 
Union, imports and exports are subject to a considerable amount of political 
control on both sides. Certainly the fact that trade with the trade-agreement 
countries is far greater relative to the pre-trade-agreements year than it is for 
non-trade-agreement countries is only indicative evidence of the effectiveness 
of trade agreements. But it is also significant that many of the nations with 
which we have had serious political connects are those appearing in the list of 
non-trade-agreement nations. 

One further comparison is of direct interest to agriculture. Many agricultural 
imports are strictly noncompetitive imports, including such items as coffee, 
rubber, cacao or cocoa, raw silk, carpet wools, bananas, etc. These are fre- 
quently referred to as complementary agricultural imports and are on the free 
list. Other agricultural imports are competitive or supplementary, providing 
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supplies over and above that produced within the United States, including such 
items as sugar, wool, hides, and skins, cattle, dairy products, tobacco, and flax- 
seed, coconut oil, other tropical oils and breeding cattle, only a few are on the free 
list. The average ad valorem tariff in 1948 was about 10.9 percent on all supple- 
mentary agricultural products or 14.7 percent on dutiable supplementary agri- 
cultural imports.’ Have the trade agreements expanded the proportion of the 
latter group compared with the noncompetitive imports? Tabie 19 shows the 
amount and percent of increase in both items and indicates that noncompetitive 


imports increased slightly more than competitive imports. One might expect 
that an effective trade-agreements program would have increased competitive 
imports more since it is on these that the higher tariffs exist. The development 


of quotas for agricultural products (see below) probably explains why there has 
not been a greater increase. Higher quotas for butter, wheat, and sugar exports 
to the United States in 1948 would have equalized or partly reversed the situation. 
Price-support operations in potatoes, wheat, and cotton would probably have 
brought in additional supplies from other countries, had quota provisions not been 
imposed. Be that as it may, the combined effect of the trade program followed 
has not brought in any disproportionate amount of competitive agricultural 
imports, 


Tasie 19.—Change in iotal value of United States competitive and noncomp 
agricultural imports from 1934-85 to 1938-39 and 1947-48 


Average value (millions of | ait 
dollars Percent increase 
1934-35 1u34 


1934-35 1938-39 1947-48 to to 


Competitive agricultural imports 501 2 1,512 ( 202 
Noncompetitive agricultural imports ‘ 46 oh) 1, 443 a 224 
Total, all agricultural imports A wi7 1, 037 2, 955 10 212 


! Less than one-half of 1 percent 
Note.— Prices of all imports increased 138 percent from 1934 to 1948. 


Source: Foreign Agricultural Trade, May 149, Office of Foreign Agricultural Relations, U. 8. Depart- 
ment of Agriculture. 


COMPARISON OF AGRICULTURAL AND NONAGRICULTURAL TARIFF REDUCTIONS 


As a whole these data suggest that United States agricultural tariffs have been 
reduced approximately the same amount from the levels prevailing in 1934 as 
were nonagricultural tariffs. Prices in 1934 were so low and tariff levels were 
so high that many of them completely prohibited the importation of foreign 
goods both agricultural and nonagricultural. It is not possible from these data 
to say whether tariff rates in 1934 were relatively higher or lower for agricultural 
than for nonagricultural products. It could be argued that industrial tariffs 
were relatively higher at that time and should have been reduced more. The 
reverse argument could also be used. To determine the truth of the matter would 
require very extensive studies, item by item of our very complicated tariff schedule. 
Be that as it may, two other factors limit the conclusions that can be drawn from 
the above data. 

Industrial products are more complicated than most agricultural products. 
The tariff classification is more minute. Coffee is coffee, but a watch is many 
things depending on size and number of jewels, each with a given duty. An 
earthen ashtray may be variously classified as a common earthenware article 

10 percent duty), a smoking requisite (30 percent duty) or as luxury earthenware 
50 percent duty). If there is any question the highest rate applies. Few agri- 
cultural products meet these difficulties, so that administrative decisions by the 
customs authorities adverse to the importers may discourage imports of non- 
agricultural products more than agricultural. Each article must be stamped 
“made in France, Holland, Japan, ete.,”’ including such things as bricks, so as to 
distinguish it from American-made goods. Furthermore, since most industrial 
items are trade-marked and sold in competition with other trade-marked goods 


‘Special tabulation made by Office of Foreign Agricultural Relations, U. S. Department of Agriculture 
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a sales organization of some sort is usually necessary in the United States. There 
are few opportunities to contact dealers in industrial products in the same way 
as in staple products, such as a coffee roaster, a flour miller, or a butter merchant. 
For these various reasons sizable sales over a period of time must be expected 
before a foreign manufacturer will attempt to make arrangements to compete in 
the United States market. Circumstances such as these may mean that even 
a 50-percent tariff reduction in a nonagricultural item is not sufficient to encourage 

‘ial increase im imports.? Most agricultural products are not affected 
seriously by these other considerations. It should be added that efforts are now 
under way to clarify and streamline customs procedure to facilitate imports. 
Some improvements have already been made. Agriculture has much to gain 
and little to lose from such action. 

Another limitation on the interpretation of the above data stems from the use 
of import quotas and licenses. These will be discussed in more detail below. 
However, in a number of cases tariffs have been reduced, but before imports 
increased substantially import quotas or licenses were imposed limiting or em- 
bargoing imports. This obviously has the effect of increasing tariffs to a prohibi- 
tive level at least after the quota is filled. Nearly all of these apply on agricultural 
product 

Thus, it is diffieult to sav whether in balance the total trade concessions and 
charges add up to equal or unequal concessions for agricultural and nonagricultural 
groups, particularly since this disorganized world is vet unable to take full advan- 
tage of such trade concessions as have been made. As Europe and the Far East 
recover, both agriculture and industry in the United States will feel far greater 
effeets on both their domestic and foreign markets as increased production abroad 
drives for whatever markets are available. 


anv mate 


QUOTAS, EXCHANGE CONTROLS, AND IMPORT LICENSES 


In the United States 

Americans have become quite aware of the various nontariff restrictions to 
trade in foreign countries. They are generally less aware of their use in the 
United States. Exchange controls are not used and are unnecessary because the 
dollar is the prize curreney in today’s world. Both quotas and import licenses 
are used and we have one case of a mixing regulation. See appendix, table G for 
details 

Nontariff restrictions may be separated into the following groups: 

|. ‘Yariff quotas where the tariff is reduced, but only for a specified quantity of 





import, after which the old tariff rate applies. Any amount may come in at the 
higher level. Cattle, milk, eream, butter, walnuts, white potatoes, fillets of fish, 
and walnuts are included under this provision. 

2. Import quotas under section 22 of the Agricultural Adjustment Act (as 
amended in the Agricultural Aet of 1948). Under this provision an import fee 
not to exceed 50 pereent ad valorem or an import quota not less than 50 pereent 
of imports during a representative period may be applied if imports tend to or 


threaten to interfere with the operation of a loan, purchase, or other program of 
the Department of Agriculture. Wheat and flour, various staple lengths of 
cotton, and eotton cord stripes all are under quota. This provision appears to be 
in confliet with provisions of GATT (General Agreement on Tariffs and Trade at 
Geneva, Switzerland), but could be used until the agreement is made fully effective. 

3. Import quotas for sugar are authorized and applied under the provisions of 
the Sugar Act of 1948. 

t Certain quotas were assigned to the Republie of the Philippines under the 
Philippines Independence Act. These include hard fiber cordage, sugar, rice, 
cigars, tobacco, pearl or shell buttons, and coconut oil. 

5. Mixing regulations have been imposed under the Rubber Act of 1948. 

6. Import licenses are required under Publie Law 155, Eighty-first Congress, 
providing import controls for fats and oils (including butter) and rice and rice 
products. These have even been extended to soap and soap powder, rice starch, 
and peanut butter. The use of import licenses is permitted (a) if the products 
are in short world supply or (6) to provide orderly liquidation of temporary sur- 
pluses owned or controlled by the Government. Action under this provision has 
amounted to an absolute embargo on imports. 





* Report of the ECA-Commerce Mission, the Economic Cooperation Administration, October 1949, 
presents well the objections of a number of European exporters to our customs procedures and marketing 
Organization 








Cine 





ae ene Sete a 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 69 


7. For a number of items, such as potatoes, poultry, and apples, informal 
negotiations between the United States and Canada have resulted in Canada 
agreeing to limit the granting of export licenses so that sales in the United States 
market would be moderate. Canada thus agreed to limit the extent to which 
her citizens could take advantage of prices higher in the United States than in 
Canada. If she had not agreed the United States could have proceeded un 
laterally under section 22 of the Agricultural Adjustment Act. 


, 
In other countries 


since 1929 has seen much of the world move from the control of 
trade through tariffs at various levels in different countries through quotas, 


controls of exchange, bilateral clearing arrangements to complete Government 


The period 





monopoly of foreign trade. Under the impetus of war needs and war problems 
most countries near the heart of the conflict ran the whole gamut while others 
topped short of complete monopoly, Since the war, there have been some 


efforts to reverse the trend, particularly under the leadership of the United States. 
Nevertheless, these nontariff restrictions still are substantial barriers to the 
export of American agricultural and industrial products. Under the provisions 
of the Geneva trade agreement and the charter of the International Trade Organi- 
zation a large number of these barriers would be abolished. However, a funda- 
mental problem still stands in the wav of such relaxation of trade barriers. If 
trade is to flow with a minimum of interferences, particularly for American 
exports, a primary necessity is a sufficient flow of American dollars so that these 
countries do not have to ration foreign exchange among the various importers 
desiring to purchase American goods Any study of the movement of American 
dollars and the United States balances of international payments makes it clear 
that any American dollars whether received by Great Britain and spent in Canada 
or Argentina or whether received by Latin America or some other country are 
returned rather quickly to the United States in payment for some American 
commodity or service, 

There is good reason to believe that if more goods can be sold in the United 
States, or more tourists attracted to foreign lands or more private and publie 





oans negotiated, that these extra dollars will be quickly returned to the United 
States to pav for additional American goods. No country is likely to mainta 
controls very long which build up a large supply of dollar reserves \ny country 

that situation would certainly be reminded of it frequently by American over- 
seas representatives and would be under serious internal pressure from its own 
people to us ts exe nig 

Unfortu ately a more likely prospect is that in spite of our efforts to expand 
trade we simply will not purchase sufficient foreign goods (even with low tariffs 
most foreign goods are fairly costly) to permit them to con ie buving at pres I 
rates \ readjustment of our exports appears invevitable, but if this reduction 
in our exports is to be made as small as possible a continued purehase of large 
quantitites of foreign goods is essential coupled with an active program of privat 
and publie international loans and other actions to enable foreign countries t 
earn more dollar exchange. Obviously, some imports bring added competition 
to the country receiving them and some reductions in market to certain domestic 
producers, but at the same time these imports make possible greater exports for 
other industries. Above all the flow of goods into this dountry instead of grant 


and doubtful loans (and henee Ameriean goods) out of the country, contribute 
materially to an increase in the standard of living of the American people. Many 
of our export lines of agriculture and industry are the largest and most efficient 
and contribute the most to a high Ameriean standard of living. Imports pay for 
exports, and one without the other cannot long continue. 


PRICE POLICY AND INTERNATIONAL TRADE 


Legislation referred to above, Public Law 155, Eighty-first Congress, permits 
the Department of Agriculture to apply import licenses to certain products in 
order to protect the Government investment in surplus stocks. While the legisla- 
tion covers the period July 1, 1949, to June 30, 1950, primarily to protect the 
public investment in flaxseed, it is now being used for butter, other fats and oils, 
and rice It might be extended in the future to protect other Government stock- 
piles. Similarly we have provision for encouraging the export of agricultural 
products which otherwise might move to foreign markets with difficulty. Section 
32 funds, and Commodity Credit funds can be used for these purposes if the 
administrators so decide. The Economic Cooperation Administration has been 
under considerable pressure to do the same thing. 
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Both the import control and the export dumping program are related to the 
domestic price problems of agriculture. If agricultural products in the United 
States are priced above the international level, freight and other costs considered, 
then there is a disposition on the part of the respective administrators to utilize 
exports subsidies or import controls to reduce their problems by selling surpluses 
abroad or limiting imports. The results are shown in the variety of laws and 
administrative devices just listed. In many of the instances where these may 
be used they are in conformity with certain escape clauses in GATT (General 
Agreement on Tariffs and Trade), although contrary to the over-all spirit of 
the agreement. Serious questions will arise in the future as these are used. 
Foreign nations will inquire whether we mean or do not mean the over-all trade 
policy formulated by our Government and represented by the proposed Inter- 
national Trade Organization. They may counter with restrictions of their own. 
Wool is one of the commodities where the present conflict is more apparent but 
the problem now exists for potatoes, eggs, wheat, and butter as well. 

The price policy for American agriculture has serious implications for our 
international trade and political policy. If we permit our domestie program to 
force us into a series of exceptions to our over-all trade policy thea nonagricultural 
interests may also protest and obtain similar exceptions in their behalf as foreiga 
imports impinge on their business, and more important, our foreign customers 
will have neither the income nor the incentive to refrain from discriminatory 
treatment of our export products. 

The solution to the problem is not an easv one; and a full consideration of 
this problem would unduly lengthen the report. Much of the conflict between 
the agricultural price program and the trade program revolves about the methods 
used to attain the goals of the several programs. Somewhat different methods 
of price-support operations can be used which would not interfere with the trade 
program. Programs which would eliminate most of the need for import controls 
and export assistance have been suggested by various people. 

The conflict in the two programs must be resolve ad by thorough consideration 
of al! the issues; and not ignored by sliding into poliev by default and short-run 
thy ‘ 


eaten to 


administrative decisions as surpluses of one or another commodity 
disturb the functioning of a loan or purchase programm. 


CONCLUSIONS 


During the last 15 years there has been a tremendous expansion of United 
States imports and exports. Even so, the dollar gap between our payments and 
our receipts has persisted and has plagued all out trading relationships. <A 
major part or our agricultural exports since the end of the war have been financed 
by grants and loans of the United States Government, and these exports are 
likely to be reduced unless some means is found to bridge the dollar gap. 

The average ad valorem equivalent of our tariffs has been reduced to about 
one-fourth the rate of 1934. About half the reduction is due to the reciprocal 
trade agreements program and about half to the increase in the world price level. 
The over-all decline in United States tariff rates through agreements has been 
about equally divided between agricultural and nonagricultural items. However, 
the reductions have been limited for nonagriculutral products by antiquated, 
cumbersome, and overly meticulous customs procedures and for agricultural 
products by import quotas and licenses. 

Concessions by foreign countries have covered a larger proportion of agricultural 
than of nonagricultural imports. More of the concessions have been duty re- 
ductions, other mitigations of trade barriers and bindings on the free list for 
agricultural than for nonagricultural products. More of the duties on non- 
agricultural items have been bound against an increase. 

An important conflict exists between domestic agricultural policies and inter- 
national trade policies. Potentially this conflict is even more serious and might 
lead us and the world once more into economic nationalism and the inevitable 
consequences thereof. Serious thought needs to be given to ways of minimizing 
these conflicts through different techniques of operating the programs or by some 
shifts in the objectives. It is not a problem of free trade versus price supports, 
but one of how to attain greater agricultural income security and still contribute 
to better world economic relations and world peace. 

United States imports since 1930 have represented less than 3 percent of our 
total production compared with about 4.5 to 5 percent in the 1920's. [If imports 
could be increased to the latter figures, the additional imports would provide 
dollars approximately equal to the current budget of the Economic Cooperation 
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Administration. The remaining dollar gap could probably be filled by private 
loans, tourist trade, and increased services provided by foreign countries. 

The United States faces a hard dilemma. Exports of goods and services 
exceeded imports of goods and services by 6 to 7 billion dollars in 1948 and 1949. 
The world faces the alternative of reducing purchases from the United States and 
levels of living in these countries or of doing one or more of the following: 

a) Continue to depend on United States Government for grants and loans. 
This cannot be a recommended permanent solution. 

(b) Tnereasing exports to the United States. 

(c) Selling the United States more services such as shipping, tourist trade, ete. 

(7) Borrowing from private sources. 

The world would prefer items (>) and (c). To the United States these are the 
most controversial suggestions. However, the hard economic facts are clear. 
Kither the producers of export products, frequently the most efficient producers 
in the United States, must see their foreign markets fall to pieces and make the 
consequent serious readjustments in production, or the producers of imported 
products must make the adjustments as more goods are imported. Long-term 
loans by the Government or private agencies in the United States can reduce the 
necessary adjustments considerably. Other alternatives such as Government. 
gifts or gold imports are not likely to be permanent solutions. We cannot export 
on a permanent basis without importing. 


APPENDIX 
Apprenpix Taste A.—Value of agricultural exports (domestic) from the United 


States, with subtotals of certain United States financed export programs, 1941-42 


and 1947-48 
[Millions of dollars] 


Year beginning July 1— 


Program oe ae - eT Wee: ee eo 
1041-42 1942-43 1943-44 1944-45 1945-46! 1946-47! 1947-48! 1948-49! 
Lend-lease 2738 1, 223 1, 842 1,529 670 21 0) 0 
United Nations Relief and Rehabili- 
tation Administration 333 695 400 ll (*) 
Army civilian supply program ; (3) (5) ( (') 6 379 | So0 HO5 
Greek-Turkish aid 779 (*) 
Interim aid meer $317 (*) 
United States foreign relief ‘ . ‘ a-e--| ° 206 } 
Economic Cooperation Administra- | 
tion ‘ 2 ; |} W178 | 1, 605 
International Refugee Organization P : z ny2] ¢ 
Sum of above 738 1, 223 1,842 1, 562 1, 365 S00 1, 632 2, 300 
Other (commercial ‘ 2u2 24 427 581 1, 465 2, 773 1,873 1, 521 
Total agricultural 4 ce 1, 030 1,487 | 2,269 2, 143 2, 830 3, 573 3, 305 3, S21 


! Preliminary 

2 Beginning Mar. 11, 1941. 

3 Beginning September 1944. 

4 Relatively small in 1948-49, 

6 Earlier figures not available at Census and not included in total agricultural prior to Jan. 1, 1947. 

* January-June 

? Beginning July 1, 1947, exports of goods valued at $20,000 were reported under the Greek-Turkish aid 
program in June 1947, but were not broken down to show whether or not any agricultural products were 
included. 

* Keginning September 1947; data includes September-May. June data not available. 

® Beginning July 1947. 

” April-June 1948 

! Beginning September 1947. 


GENERAL Norte.—Agricultural exports under Greek-Turkish aid, interim aid, United States foreign 
relief, Economic Cooperation Administration, and International Refugee Organization, through 1947-48, 
were estimated from a partial breakdown by principal commodities appearing in various issues of Foreign 
Trade Statistics Notes published by the Bureau of the Census. Estimates of Army civilian supply exports 
in 1948-49 were based on preliminary data obtained from the Bureau of the Census 

Compiled from official records, Bureau of the Census, Foreign Economic Administration (1941-42 lend- 
lease), and Economic Cooperation Administration. 

Prepared by the Otlice of Foreign Agricultural Relations, U. 8. Department of Agriculcure. 
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AppeNDIX TaBLe B.— Total and agricultural exports and imports of the United State &, 


1920-49 


{ Millions of dollars] 

















Date Allexports | tural ex- 
ports 
my &, OND $43 
1921 ; ’ 2,114 
Pad Rae 1. SS4 
1923 1, 001 1. 820 
1024 1, 408 2.11 
425 4,819 2 
10% 4,712 1, 817 
1.759 1&8 
S 4 } l ~t 
1920 1°7 ] i 
1400 Tsl e 
1431 2 STS w2 
1932 1,57 f 
es} 1, 647 4 
u3t 2 100 ° 
yates, >, 24 7 
1936 2 700 
1437 mu 7 
Ss aes 
a 1 ¢ 
(nt ‘ ‘ 
sO ) 
12, 842 2 
{ i4 le 2 2 
191 os & < 
1a4 ) ! 
14 
1048 12,49 1 
1049 32, ¢ 7H 
Preliminary 
Includes ex nder \ ly progr 
Bureau he ¢ 
k , 
Sour I n A i tice Fore Agricultural Re U.s 
culture 
ApPPI NDIX TABLI e’ Ver of fttnancing dollar ip betives Unite 
and exports, 1940 to June 30, 1949 
{In millions of dollars, net figures] 
How financed 
Liquida 
Dollar nment Privat oreign 
Dat . netudau 
ip 
crits 
and Loans CGiift Loans 2 Gold 
rants 
0 1,719 32 Al 17s 24 4, 243 
M1 2 410 QAT v1 17 S7 7i9 
1942 6,413 6,213 2?1 123 31 23 
1043 11, 038 12, 658 low 2M 2s rey 
i444 12, 452 13, 785 *1 Sa7 76H 13%) 
145 6,041 4, 640 Low 73 ”) Sis 
1046 7.79 2.279 2 774 Aus $35 123 
1047 11, 278 l 4 mi vos ri - 
1948 6, 310 1, Qit is 7 1, 530 
January-June 1949 570 2.713 171 m5 Hh Rate 


issets in the United States. 


stments 


! Indicates an accumulation of gold or 
2 Indicates net repayment on foreign inv 





A gricul- 








>. 
k OTe 
=] 
ive 
, 
14 
4 te 
4.1 
4 
+ 309 
OM 
> On 
1 
» Ono 
2. 424 
2, oAl 





a) 
” 
STS 
is 
IS 
Nip? 
l 
et 
it t 
” 
~ 
150 
tis 
Os 
45 
1) 
| 
Ss 


Agr 
tural im- 


port 


Excluding subscription to International Bank and Monetary Fund in 1947, but including loans of 
these organizations of $761,000,000 in 1947, $372,000,000 in 1948, and $66,000,000 in first 6 months of 1949 


sources 


Business; and official records, U. 3. Department of Commerce. 


International Transactions of the United States During the War, 1940-45; Survey of 


Current 
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AppENDIxX Tasite D.—Comparison of industrial production and volume of United : 

States foreign trade, 1921-49 ; 

{In index numbers, 1935-39= 100} 4 

- - — i 

3 

Industrial Quantity of | Quantity of 4 

Yearly average, or vear production _exports of United States 3 

arly age, or year in United |United States imports for 4a 

. States merchandis consumption 2 
1921-2 7s 101 S5 
1926-30 s 12 105 
1931-3 ry 7v S2 
1u35 Sy SI 95 
1036 10 5 10 
1937 118 109 11S 
1938 «oO 109 a 
1984 10u 115 v7 
1940) 12 14 102 
1941 12 16) 121 
M2 ! 209 #0 
1048 239 w lO} 
ott 2 Pa 1 
1945 205 a0 lll 
Ltr 170 Ms] 117 
194 S] 279 112 
104s ’ 7 
1919 7S 232 120 

1 AN it! 

So Ir 1 l luection I I I Board; qua f United Stat n trade 
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Aprpenptx TABLE E.—Percent average tar iff duties were of value of dutiable and 
total imports, and percent of imports into the United States that were d ity-fre é, 
1910-49 


Fanivalk valor 
I * 
7 Percent‘of 
Year imports 
Dutiable All Guty-ree 
in t " ' 
“ 
! Al. 2 49.2 
11 41 2 OS 
12 10.2 1s 53.7 
1913 40.1 17.7 55.9 
lvl4 6 14.9 60.4 
19 33 4 12.5 62.7 
1916 ; 6 65.6 
| 7 7.2 5. ou 
1018 2.2 6.3 73.9 
1919 21.3 6.2 70.8 
1 16.4 t.4 61.1 
v2 au. 4 11.4 61.2 
kia ts 14.7 “1 
wer : 1 2 ~ i 
1924 14.9 59.2 
’ 13.2 64.9 
’ a 13.4 66.0 
192 SS 13 4.4 
W258 3S. 8 13 65.7 
re { 13 i. 4 
1030 44 14.8 HHS 
161 53. 2 17.8 6. 6 
1932 1 1¥6 oH. 8 
13 tg 1s& 63.1 
14 4“. 7 1s. 4 00.6 
142" 12.9 17.5 +1 
1436 j 16.8 7.1 
1927 s l sf 
1038 ; m7 
139 ; 4 61.4 
104 t 12. 3 4.9 
41 Hs 13. ¢ t } 
142 2. I IL H.8 
14s 2.8 11.¢ (4.7 
1944..... 29.7 69. 8 
194 mo 67.0 
Lut " ] t 60.5 
1947 ) ‘4 OO.8 
1448 l ’ 8.9 


APPENDIX TABLE F.—Percent of major United States exports on which tariff or 
t ade CORCESSIONS have heen obtained from other countries Hase i on 19389 export 


data (trade agreements through 1948 


Agricultural Non-agricul Total 
exports tural exports exports 
Percent Percent Percent 
Total export 100.0 100.0 100.0 
Minor export items (not included in breakdown 13.1 24.4 22.0 
Major export items (included in breakdown au. 75. 6 78.0 
Shipped to trade-agreement country on which no concession 
nade, or shipped to non-trade-agreement country 25. § 43.2 39. 5 
Exports to trade-agreement country on which concessions 
rack 61.4 32.4 38.5 
Reduction of duty and other mitigations of trade t itriers 28.4 14.6 17.5 
Bindings on free list 23.5 $3 a4 
Bindings against increase “ 13.5 12.6 


Source: Compiled from Operation of the Trade-Agreements Program. pt. IV, Rept. No. 160, second 
series, U.S. Tariff Commi 
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AprpENDIX TABLE G. 
Nov. 1 


Item 
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Quota and other nontariff limitations on imports, in effect 


, 1949 


Type of restriction 


Tariff reduction limited to 209.000 head. 














Cattle, weighing less than 200 pounds (Tempo- 
rarily suspended.) 3 
Cattle, weighing 200-700 pounds each... Tariff reduction limited to 40,000 head. (Tempo- : 
rarily suspended.) 
Cattle weighing over 700 pounds Taril? reduction limited to 40,000 head. (Tempo- 4 
rarily suspended.) d 
Whole milk, fresh or sour Tariff reduction limited to 3,000,000 gallons E 
Cream, fresh or sour lariff reduction limited to 1,500,000 gallons . 
Butter, entered Nov. 1 to Mar. 31 Pariff reduction limited to 50,000,000 pounds. 
Butter, entered Apr. 1 to July 15 Tariff reduction limited to 5,000,000 pounds. 
Butter, entered July 16 to Oct. 31 Tariff reduction limited to 5,090,000 ponuds. 
Fillets of cod, haddock, hake, pollock, cusk and lariff reduction limited to 15,000,000 pounds, or 15 3 
roefish percent of average anntal consumption of preceding : 
} vears, whichever is greater : 
Lemons Quot. rights reserved. ‘ 
Walnuts, shelled, blanched, roasted, prepared or farit? reduction limited to 5,000,000 pounds. ) 
preserved : 
White or Irish potatos seed lariff reduction limited to 2,500,000 bushels 
White or Irish potato other than seed potatoes. laritf reduction limited to 1,000,000 bushels (to be ; 
increased by amount-—if anv-—which 350,000,000 . 
bushels exceeds estimated annual production in x 
ilendar year 2 
Woven fabrics of woo] Quota rights reserved : 
Wheat and wheat flour See AAA as amended, absolute quota 800,000 j 
bushels of wheat and 4,000,000 pounds of flour. ; 
Cotton having a staple of 14 inches or more, but | Sec. 22 of AAA as amended, absolute quota 45,- ’ 
less than Ll! hie 656,420 pounds 
Cotton card strips (of particular specification), and | Sec. 22 of AAA as amended, absolute quota 5,482,509 
cotton comber, lap, silver and roving waste pounds h 
Cotton: | r rough, havit iple of | tt Sec. 220f AAA as amended, absolute quota 70,000,000 
‘Mm inch pounds 
Other, having a staple of less than 144 inche Sec. 22 0f AAA as amended, absolute quota 14,516,882 
pounds 
Hard-fiber cordage from Philippine Republic Philippine Trade Act of 1946, absolute quota 6,000,000 
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Sugar from Philippine Republic lrade Act, absolute quota of 952,000 short 
tons 
Rice from P ppine Republ Philippine Trade Act, absolute quota of 1,040,000 
pounds t 
Cigars fr Philippine Repub) Philippine Trade Act, absolute quota of 200,000,000 : 
ivTs 
Tobacco from Philippi Republic ppine Trade Act, absolute quota of 4,500,000 
pounds 
Pearl or shel 1 Philippine Republic Philippine Trade Act, absolute quota of 850,000 gross. 
Coconut lipy » Republic Philippine Trade Act, absolute quota of 200,000 tons. . 
Sugar Absolute quotas established under sugar act of 1948 
limits imports into continental United States from 
Philippine Republic, Cuba, and other foreign 
countries 
Rubber Mixing regulation requiring use of Americaa syn- 
thetic 
rh ywing items are under import license control by the Department of Acriculture The authority 
isan extension of the Second War Powers Act, 1942 under Public Law 155, approved July 1, 1949, and covers 
the period July 1, 1949, to June 30, 1950. The following items require import licenses before importation 
may occur ar ctually ure virtually embargoed 
Butter Olive oil, inedible 
Combinations and mixtures of animal or vegetable Sulfured or foots 
oils, or any of them, with or without other sub- Other 
tances not specially provided for. Palm oil 
Cottonseed oil: crude, refined Peanuts, blanched, roasted, prepared or preserved. 
Fatty acids: not specially provided for, derived from Peanut butter 
vegetable oils, animal or fish oils, animal fats and Peanut (ground nut) oil 
greases, not elsewhere specified Peanuts, shelled or not shelled 
Cottonseed oil Rice 
Linseed oi] Paddy 
Sovhean oil Uncleaned or brown rice 
Other, not elsewhere specified Cleaned or milled rice 
Flaxseed (linseed Patna rice, cleaned, for use in canned soups. 
Fiaxseed screenings Rice meal, flour, polish and bran 
Lard (including rendered pork fat Rice starch 
Lard compounds and lard substitutes made from Broken 
animal] or vegetable oils and fats Soap and soap powder 
Linseed oil, and combinations and mixtures, in chief Soybeans 
value of such oil. Soybean oil 
Oleo oil Sunflower oil, edible and denatured. 
Oleo stearine Sunflower seed 
Vlive oil, edibk Pallow, beef and mutton, including oleo stock 
In packages Weighing less than 40 pounds. Tallow, beef and mutton (inedible), including cleo 
In packages of 40 pounds or over. stock. ; 
Source: Prepared by U. 8. Tariff Commission; import licenses from Federal Register, July 27, 1949. 3 
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Mr. Martin. I have one other point. In this minerals field I 
should like to know whether or not the placing of the peril point in the 
reciprocal trade law, and whether or not the inclusion of the escape 
clauses, give us any real relief for the mining industry, our domestic 
mining industry? Is that too big a load? 

Secretary Acneson. I do not know. We will look into it and we 
will do whatever we can, Mr. Martin. 

(The information is as follows:) 


Revier TO THE Domestic Mintina INpustTRY 

The domestic mining industry is already afforded ample opportunity for relief 
under existing provisions and procedures if serious injury to the industry is 
threatened or caused as a result of tariff concessions. The domestic mining 
industry is safeguarded by the scrupulous care exercised by the interdepart- 
mental trade agreements organization before concessions are recommended and 
by the existing escape clause and other safeguarding provisions in trade agree- 
ments. The addition of peril-poiut provisions in the Trade Agreements Act 
would in no way reinforce the protection now afforded the industry and would 
carry with it the disadvantages brought out elsewhere in these hearings. 

Mr. Martin. We had testimony here in 1949 that the escape clause 
was not helpful, with the ame ndment, to the domestic mining industry. 
My interest is in agricultural produc ts and all these strategic and 
critical materials, and in trying to find out what contribution your 
program is making to stabilize those phases and to build our own self- 
sufficiency to withstand the impact of war. A lot hinges on the 
results of your analysis. 

That is all. 

The Cuatrman. Mr. Holmes? 

Mr. Houmes. Mr. Secretary, the testimony this morning was 
and it may have been in a statement by Mr. Brown—that the State 
Department was not interested in including escape clauses in trade 
treaties with several countries where the escape clause is not now 
included. May I ask why the State Department is not interested in 
extending an escape clause in a trade treaty with Argentina as well 
as other countries who do not have escape clauses in their treaties? 

Mr. Brown. Mr. Holmes, I think it was I who made the statement 
to which you referred. 

Mr. Hotes. I think so. 

Mr. Brown. I did not mean to imply that the State Department 
was not interested in getting the escape clause into all our agreements. 
We are, and we would like to see that done. 

What I was trying to suggest is that there is quite a good deal 
of difference in the degree of urgency of doing it with some countries 
and with others, because, of course, we must remember that if the 
escape clause goes in as far as our imports are concerned it also goes 
in as far as our exports are concerned on the other side. 

You might have a situation where there were already quite con- 
siderable pressures to raise the rates of the other country. It might 
not be a wise thing from the point of view of our export trade to raise 
the question of an escape clause at this particular time. 

I think it is our hope that we can get the clause into all our agree- 
ments eventually, but we try to pick the time and the method of 
doing it, which will run the least risk of adversely affecting our export 
interests. 
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Mr. Howmes. I am glad to have that point clarified, Mr. Brown. 
There is no intention through my question of trying to put words 
in your mouth. I was left with the impression that the State Depart- 
ment was not particularly interested in extending the escape clause 
to all the trade treaties. 

Mr. Brown. I think that was undoubtedly my fault. 

Mr. Hotmes. My second question is this: From testimony this 
morning it was my understanding, Mr. Secretary, that you considered 
the peril point unnecessary, and if used it would probably increase 
the rigidity of the negotiating program. 

I think one of the main reasons why many of us are asking questions 
about the peril point is because in the over-all picture when a seg- 
ment of the industry is harmed and they think they are harmed and 
quite objectively place evidence before the committee concerning 
their harm, which is more than a complaint, why would it not be 
possible to build a technique of adjustment there which they can rely 
upon as being fairly certain, as an avenue of approach to their problem? 
They feel hopeless and helpless. That is the type of correspondence 
we get. They feel hopeless about presenting their problem and 
getting action. 

To be specific, you can take many segments of industry which feel 
that way about it, and do not feel that the State Department gives 
them proper recognition in the adjustment of the traffic of specific 
goods. Would the peril pomt not contribute to an orderly procedure 
of trying to work that out? 

Secretary AcuEeson. It seems to me that the escape clause is the 
very flexible remedy which produces just exactly what you are search- 
ing for. Therefore, I think it has been produced. That is something 
which is open to any producer who believes that the importation 
under an agreement has increased and is endangering the industry. 
Now, he can present that to the Tariff Commission, where all the mat- 
ters will be very carefully studied in the light of a vast volume of 
facts already available to the Tariff Commission, and a recommenda- 
tion of a very flexible nature can be made. 

Mr. Houmes. I realize that you have to have a certain degree of 
flexibility, but I also realize you can have so much flexibility that 
you cannot have action. I think there is a happy medium there, 
Mr. Secretary, that conscientious people are trying to conscientiously 
remedy, without building up trade barriers or without building up 
trade blocs. Specifically, certain segments of industry and certain 
types of industry have been damaged from their historical position 
by either not spelling out the effectiveness of the escape clause or not 
getting proper recognition for the problems that have been presented 
before the committee. 

The Cuarrman. Mr. Byrnes? 

Mr. Byrnes. Mr. Secretary, continuing this peril point discussion, 
during the questioning this morning I was led to understand that it 
is your position that it was rather pointless for the Tariff Commission 
to establish peril points in view of what you maintained was the fact 
that the Commission itself participated on the Trade Agreements 
Committee. Is that correct? 

Secretary Acnrson. That was one reason why I thought so; yes, sir. 

Mr. Byrnes. You mentioned specifically that it was the Com- 
mission that was represented on the Trade Agreements Committee. 
I wonder if that really is the fact of the case. 
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Secretary Acugeson. Technically you are quite right. There is a 
member of the staff, or a commissioner, who is on the Trade Agree- 
ments Committee. 

Mr. Byrnes. He acts there in a personal capacity, does he not? 

Secretary AcnEson. As a commissioner, yes. He is a member of 
the Tariff Commission and has the Commission’s staff to work with. 

Mr. Byrnes. So that today, operating without the use of peril 
points, the Trade Agreements Committee does not have the advan- 
tages of any determination made by the Tariff Commission as a Com- 
mission, does it? 

Secretary Acueson. I think it has the advantage of the Tariff 
Commission's views as to whether something which is proposed is 
going to be damaging or not. 

Mr. Byrnes. Does it have it as far as views are concerned, or only 
as far as technical matters are concerned or factual matters are con- 
cerned? 

Secretary AcueEson. I think it has it fully and completely. 

Mr. Byrnes. I was always led to believe that the Commission as 
such never took specific action giving its views on a particular tariff 
concession that might or might not be made. Am | in error in that? 

Secretary Acueson. This is a technical matter on which I asked 
advice from Mr. Brown. He tells me that it is our understanding that 
all the material, competitive factors, and factors relating to the 
industry, et cetera, are passed upon by the Commission. 

Mr. Byrnes. I understand the factual matters are, yes, but I am 
speaking of matters of opinion and judgment. That, in the last 
analysis, is what the Trade Agreements Committee finally ends up 
with. Is that ever passed on by the Tariff Commission as such? 

Secretary Acueson. I do not know, but I imagine not. Let us say 
that you have the judgment of the Commissioner, who was there, 
against the background of the Commission staff. 

Mr. Byrnes. | just wanted to make it clear that the Commission 
as such does not pass upon the final judgment of the Trade Agreements 
Committee, either in favor of them specifically or opposed to them 
specifically. 

Did you find that during the period you were operating under the 
law which provided for peril points that that handicapped the opera- 
tions of the Trade Agreements Committee, or of any of the machinery 
that you have to carry out the trade-agreements program? 

Secretary Acueson. I understand the peril point provisions were 
repealed before the actual operation. 

Mr. Byrnes. I understand that. 

Secretary Acueson. Which would test out the matter which you 
asked me; so we really cannot quite tell. 

Mr. Byrnes. The Tariff Commission did submit peril points on 
those items which had been listed for negotiation prior to the repeal 
of that law, did they not? 

Secretary Acneson. That is correct. 

Mr. Byrnes. You have had information as to what the peril 
points as recommended by the Commission were to be? 

Secretary Acueson. That is correct. 

Mr. Byrnes. Did you find that if you had been forced to deal 
within those peril points as listed by the Commission that your hands 
would have been tied in the negotiations? 
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Secretary Acueson. Fortunately we were not required to do that 
and I do not know whether anyone has made a study of it. I have 
not. I do not know. 

Mr. Byrnes. Do you not know whether or not those peril points 
which were submitted by the Commission were limiting or not on 
your activities? 

Secretary Acugson. I do not know personally, sir. 

Mr. Byrnes. Would you have anybody who would know? Would 
Mr. Brown be acquainted with what those peril points were and how 
they related to specific items which they contemplated negotiating 
on? 

Secretary Acueson. I think he might. 

Mr. Brown. Mr. Byrnes, I was not directly connected with the 
Annecy negotiation, but I would be glad to check into that and give 
you & memorandum on it. 

Mr. Byrnes. You mean you never have up to this date made any 
check to see the relationship between what was actually done and 
what was actually recommended by the Trade Agreements Committee, 
and what was found by the Tariff Commission as reasonable peril 
points? 

Mr. Brown. I have not done so myself; no, sir. 

Mr. Byrnes. Do you know whether anybody has? 

Mr. Brown. I think probably that is true; yes, sir. 

Mr. Byrnes. What is that? 

Mr. Brown. I think probably somebody has. 

Mr. Byrnes. Did you not participate in the Annecy negotiation? 

Mr. Brown. No, sir. 

Mr. Byrnes. Do you have anybody here who did? 

Mr. Brown. No, sir. 

Mr. Byrnes. Do you have any information as to whether any of 
the concessions made in the Annecy agreement were in excess of the 
peril point recommended by the Commission? 

Mr. Brown. [ think that would come within the scope of the answer 
I gave earlier to a question, Mr. Byrnes. That is part of the confi- 
dential records of the Trade Agreements Committee. 

Mr. Byrnes. I am not asking you for individual items. I am 
asking you for a general statement as to whether or not any of the 
concessions made exceeded the peril point. 

Mr. Brown. That I would have to check for you, sir. 

Mr. Byrnes. Could you do that and submit that for the record? 

Mr. Brown. I would be glad to. 

(The information is as follows:) 

I have checked this point and find that I was correct in stating that the infor- 
mation requested is a part of the confidential records of the Trade Agreements 
Committee. 

Mr. Byrnes. Under the escape clause, Mr. Secretary, which I 
understand you believe is ample protection, is it not true that the 
only time that the escape clause can be invoked is when actual dam- 
age is shown? 

Secretary Acurson. Damage is shown to be threatened or to have 
occurred. 

Mr. Byrnes. It is your position, in other words, that all that need 
be done it to show that damage is threatened? 
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Secretary Acueson. Yes. I believe that if you show that a trend 
is in existence which if continued would cause what the escape claus¢ 
is intended to prevent, then action is possible. 

Mr. Byrnes. The reason I ask this question is because I have con- 
stantly been confronted with the argument made by at least some of 
your staff to the effect that, “You cannot show damage today; there- 
fore we cannot invoke the escape clause.”” Are they correct in tak- 
ing that position? 

Secretary Acurson. I think they are correct in this sense: That if 
nothing has begun to happen which if continued would hurt, then the 
mere speculation that it might would not be sufficient. 

Mr. Byrnes. In other words, it is your position that the influx of 
goods into this country has to be a reality and has to create the 
possibilit y of reflecting itself in damage to the industry before any 
escape clause can be invoked to prevent the further influx of those 
goods. 

Secretary Acnreson. That would be my thought; ves, sir. 

Mr. Byrnes. Is that not really trying to put out the fire, or trying 
to take precautionary measures, after the fire has already started? 

Secretary Acneson. No; | do not think so. I do not think, i 
example, that is very different from the established principles « 
equity procedure in the application for an injunction. 

Mr. Byrnes. Once the goods are here is there any way the indus- 
try can be protected from their being put on the market to the 
damage of that industry? 

Secretary Acureson. No. Of course, it always depends on the 
volume, whether it is a small amount or a large amount. If you 
show that goods are coming at a price, and if continued they will do 
substantial damage, then you stop it before it goes further. 

Mr. Byrnes. How many times has the escape clause been invoked 
by this country? 

Secretary Acneson. Twenty times——revoked? 

Mr. Byrnes. Invoked. 

Secretary Acneson. By this country or by individuals in this 
country? 

Mr. Byrnes. It is my understanding that no individual can invoke 
the escape clause. 

Secretary Acnrson. There have been 20 proceedings. 

Mr. Byrnes. That has to be done by the State Department. 

Secretary Acureson. There have been 20 proceedings before the 
Tariff Commission. In one of those the Tariff Commission has found 
that there was reason for revoking the concession, and it was revoked. 
There are five applications on which action has not been completed. 
Of course, we do not know what the result of those five may be. 

Mr. Byrnes. What was the one that ended in the withdrawal of the 
concession? 

Secretary AcHEson. Women’s fur felt hats, 

Mr. Byrnes. How long did it take from the original filing of the 
request. by the industry in that instance to the time when the con- 
cession was actually withdrawn? 

Secretary Acneson. I do not know, Mr. Byrnes. We will check the 
dates and supply them to you. 

(The information is as follows:) 
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Women’s Fur Fevtr Hats anp Hart Bopies 
Application for an escape clause investigation on women’s fur-felt hats and hat 


bodies (Tariff Par. 1526 (a)) was filed with the Tariff Commission on January 


24, 1950; investigation was ordered April 7, 1950; report and recommendation 
» 


to the President were made on September 25, 1950; on October 30, 1950, the 
President issued a proclamation terminating the concessions in question as of 
December 1, 1950. 

Mr. Byrnes. How long have the five cases that are presently pend- 
ing and undisposed of been pending before the Tariff Commission? 

Secretary Acngson. I will supply that for you, also. 

(The information is as follows:) 


Data ON THE Five Applications ON Wuicu Finan Action Has Nor Yer Been 
TAKEN 

Knitted gloves and mittens (Tariff Paragraphs 1114 (b), 1529 (a), and 917).— 
Application filed August 5, 1949; postponed November 22, 1949, in order to give 
opportunity for observation and study of further developments bearing on the 
impact of foreign competition in the domestic market. 

Stencil silk, dyed or colored (Tariff Paragraph 1205).—Applieation filed January 
30, 1950; action still pending. 

Lead ores and bullion (Tariff Paragraphs 391 and 392) (two applications).— 
Applications filed May 11 and May 16, 1950; action still pending. Rates on 
these products were raised to the 1930 level, effective January 1, 1951, as a result 
of the termination of the Mexican trade agreement. 

Hatter’s fur (Tariff Paragraph 1520).—Application filed June 22, 1950; investiga- 
tion ordered January 5, 1951, and still in progress, 

Mr. Byrnes. Is it my understanding that we have revoked the 
agreement that we had with China? 

Secretary Acneson. China withdrew from the general agreement. 
Whatever benefits it received under their negotiation with us have 
been revoked; yes. 

Mr. Byrnes. When was that revoked? 

Secretary Acureson. That was after this regime came into power in 
China. 

Mr. Byrnes. It was my understanding it was around March of 
1949. You can correct me if that date is wrong. Then we proceeded 
for some considerable period of time, wondering as to what we were 
going to do as far as the concessions we had granted to China were 
concerned. I am wondering the length of time that transpired be- 
tween the time that China withdrew or revoked the trade agreement 
that we had with China and the time that we revoked the concessions 
that we had made to China. 

Secretary Acuerson. It became effective on May 6, 1950. On 
March 6, 1950, the National Government of China notified the 
Secretary General of the United Nations of the intention of China to 
withdraw from the general agreement. That is March 6, 1950, that 
they notified him. It became effective May 6, 1950. 

Mr. Byrnes. The China revocation really became effective 30 days 
later, April 6? 

Secretary Acureson. The dates I have here are March 6 and May 6. 

Mr. Byrnes. The May 6 you are referring to is the date of our 
withdrawal? 

Secretary Acheson. Our action was taken by the President im a 
proclamation signed October 12, 1950, terminating certain tariff 
concessions granted in the general agreement with China, which were 
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changes in the United States tariffs, resulting from the termination 
of these concessions, which became effective December 11, 1950. 

Mr. Byrnes. Did we withdraw all the concessions we made in the 
Chinese agreement in that proclamation of October 12? 

Secretary AcHEeson. Perhaps Mr. Brown had better answer that. 

Mr. Brown. No,sir. We did not withdraw them all. We withdrew 
all of them of which China was clearly the principal supplier. Some 
of the other countries in the agreement had a very material interest 
in the others, and they were maintained. The outstandingly Chinese 
items were all withdrawn. 

Mr. Byrnes. But there was a lapse from March 6 until October 12 
before we did anything in that particular area; is that not correct? 

Secretary Acueson. March 6 was the notification. Then it 
becomes effective 60 days later, May 6. Then the President’s 
proclamation occurred October 12. 

Mr. Byrnes. Do you think that that is a reasonable length of time 
to continue an agreement in force and effect after the other principal 
party has withdrawn and given us notice that they are withdrawing 
all concessions that they made under the agreement? 

Secretary Acugeson. | presume it would make a difference on what 
was coming in at what rate and how important it was to act quickly on 
it. 

Imports from the mainland of China during the period, January to 
September 1950 amounted to $96,000,000, and consisted principally 
of bristles, furs, hides, tung oil, vegetable oils, waxes, and nonferrous 
metals. I do not know whether that was a matter which required 
prompt action or whether it did not. 

Mr. Byrnes. What about our exports to that country? This is a 
two-edged sword, as I have always understood it. We give con- 
cessions, but we also get some in return. I am wondering what 
happens when a country withdraws and we continue to give conces- 
sions for a period of 7 or 8 months. 

Secretary AcHEson. Our exports to China fell from $78,000,000 in 
January—September of 1949 to $34,000,000 in the same period of 1950. 
That, of course, was very largely on account of the troubles in China, 
the civil war and that situation. 

Mr. Byrnes. | believe you mentioned before that we have a trade 
agreement with only one country now behind the iron curtain; is 
that correct? 

Secretary AcnEson. Yes; that is Czechoslovakia. 

Mr. Byrnes. Do the other countries, however, obtain the advantage 
of the concessions that were made, such as the concession at Geneva 
and Annecy, and will they also have the benefits of the concessions 
made at Torquay. 

Secretary Acugeson. They have the most-favored-nation treatment. 
That is correct, Mr. Byrnes. 

Mr. Byrnes. I have always wondered what the advantage was, 
for instance, for a country like Russia to enter into any negotiations 
or make any concessions on their part, if they get all the benefit of all 
the concessions that are made by the other countries who participate 
in the program. I wonder if you can comment on that as to the 
justification of continuing to permit these concessions to operate to 
the benefit of countries which refuse to participate in any way? 
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Secretary Acnrson. That is the discussion on the whole question 
of unconditional most-favored-nation treatment as against the con- 
,ditional most-favored-nation treatment, which has been discussed a 
‘good deal before this committee. 

Mr. Byrnes. It has not been discussed recently, in the light of the 
Russian picture, that I can recall. I am wondering whether that 
does not change the picture quite considerably at the present time. 
lam wondering what your comment would be on it. 

Secretary Acurson. Of course, the items of which the country is 
the principal producer are not involved here, because a trade agree- 
ment would not be made with anybody else. So far as trade with 
Russia is concerned, that issue now has fallen very considerably. 

Mr. Byrnes. I would not want you to limit yourself just to Russia 
as a country. I would like for you to consider all the iron-curtain 
countries. 

Secretary Acueson. If you take Albania, Bulgaria, Czechoslovakia, 
Hungary, Poland, Rumania, and the U. 8S. S. R., and include also 
China, including Manchuria, the entire amount of that, for the exports 
from the United States, January to September 1950, would be 
$67,000,000, and the imports from all those areas is $161,000,000, as 
compared to prior years. For instance, the exports in 1949 were 
$144,000,000 and the imports were $174,000,000. In 1948 the 
exports were $396,000,000 and the imports were $233,000,000. In 
1947 the exports were $693 ,000,000, and the imports were $564,000,000, 
et cetera. It has been declining and is now down to a comparatively 
small trade. 

Mr. Byrnes. The most recent figure that you gave was $161,000,000 
imported from behind the iron curtain? 

Secretary Acneson. From all the countries I mentioned together. 

Mr. Byrnes. Yet on those items we do give the tariff concessions 
that have been made during the past 16 years. 

Secretary Acuerson. Insofar as any have been made to other 
countries they are generalized to the Soviet Union. 

Mr. Byrnes. And we have also frozen, as far as the application of 
any possible tariff on these items is concerned, the free list, have 
we not? 

Secretary Acneson. Wherever that has been done in another trade 
agreement that would be true. 

Mr. Byrnes. I was quite surprised at your reaction to the Russian 
fur situation, as expressed to Mr. C urtis, when you stated that the 
importation, for instance, of about $162,000, 000 worth of furs in 
1948 as compared to the importation of about $52,000,000 in prewar 
1939 did not cause much of an effect upon the domestic fur industry. 

Secretary Acureson. The total imports of all sorts from the Soviet 
Union—— 

Mr. Byrnes. I am not talking about just the Soviet Union. I am 
talking about all imports of furs from all countries. The figures I 
have are taken from the report which I believe you have at the desk, 
the final report of the Select Committee on Small Business. That 
shows that in 1948 the total value of furs imported in 1948 was 
$162,000,000. In 1939 it was $52,000,000. 

Expressing my personal view, it would seem to me that the increase 
by three times of the amount of imports is bound to be reflected in an 
adverse situation as far as the domestic fur industry is concerned, 
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particularly when we recognize that since 1947 or 1946—and maybe 
even before that—the domestic fur industry has been in a most de- 
pressed condition. 

Secretary Acueson. I think what the report was pointing out is that 
the thing that affects the fur market is the way ladies make up their 
minds. 

Mr. Byrnes. I am not talking about the conclusions of the report. 
I am discussing your conclusion that the increase from $52,000,000 
to $162,000,000 in the importation of furs does not have any ap- 
preciable effect upon the American market and upon the American 
fur industry. 

Secretary AcuEeson. What I thought I was trying to point out is 
that the reason that there has been an increase in these imports, as | 
understand the committee report, is that ladies during that period 
changed their minds. They did not like some of the kind of furs 
that were produced here. They wanted a different kind of fur, and 
that different kind of fur was produced somewhere else, so they 
come in. 

Mr. Byrnes. I beg to differ with you, Mr. Secretary, that these 
furs came in from Russia as a result of any particular change in taste. 
Certainly there was a change in taste from long hair to short hair, 
but if vou will investigate, some of the imports show that a good deal 
of your Russian imports were short furs. It was the mink and 
various other short furs, that are also produced in this country, and 
which industry was also in a very difficult plight. 

Secretary AcHEson. | am sure you can find a better witness than 
] am on these particular products, Mr. Byrnes. 

Mr. Byrnes. That may be true. 

Secretary Acneson. Leave that to Mr. Brown. 

Mr. Brynes. The trouble is that we depend upon the State Depart- 
ment and depend upon the Secretary of State and his stall at times to 
give some relief to an American industry which is plagued, and the 
American fur industry has been plagued, and it has been plagued 
primarily by the importation of Russian furs, and the only statement 
we ever get from the State Department is that, ‘There is nothing 
we can do about it.”’ 

It seems to me that having control over the foreign trade policy 
of this country if the law does not give you something you can do 
about it now there should be a recommendation from the Department 
as to what you think it could or should do under the situation. That 
is my point. 

Secretary AcnEson. Please let Mr. Brown comment on that. 

Mr. Brown. Mr. Byrnes, the situation that the industry in this 
country faces is that the silver fox fur industry has been hard hit. 

Mr. Byrnes. The mink people are not very happy, either. 

Mr. Brown. The fundamental reason for that, as the Secretary 
said, is that the ladies are not buying silver fox any more. The 
demand for the short-haired furs has held up quite well in this country, 
both in the domestic production and in the imports. If any repre- 
sentative of the fur industry felt that he had a case that would stand 
up he could make application to the Tariff Commission to have an 
escape clause action. No such request has as yet been made. 
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May I add one other thing. The increase in the furs in the imports 
has been, vou say, to $162,000,000. That, of course, includes imports 
from all countries. 

Mr. Byrnes. That is right. 

Mr. Brown. Norway and Canada and many friendly countries. 

Mr. Byrnes. May I interject there? 

Mr. Brown. The figures for Russia are somewhere in the neighbor- 
hood at present of $24,000,000. 

Mr. Byrnes. The year I used, the Russian imports were 30 percent 
of the total, were they not? These were coming from iron-curtain 
countries? 

Mr. Brown. I thought the year you used was 1948, sir, in which 
case it was 24 percent of the total. 

Mr. Byrnes. Do not try to confuse me by taking just Russia in 
one instance. Here are some figures, and if these are wrong I would 
like to be corrected: 1948, total imports of furs from all countries, 
$112,526,000. The total imports, however, from countries under 
Russian domination, were $49,251,000. 

Mr. Brown. Mr. Byrnes, I only have before me the report of the 
House Small Business Committee. I do not have figures from other 
sources, nor have I checked their figures, but they are somewhat 
different from those you have read. 

Mr. Byrnes. What were the total imports from Russia and Russian 
satellite countries during 1948? 

Mr. Brown. $38,800,000 from Russia, and it does not refer to the 
satellites. 

Mr. Byrnes. Does that include Manchuria? 

Mr. Brown. No, sir; it does not. 

Mr. Byrnes. Does it include Poland and Danzig? 

Mr. Brown. No. This House report figure apparently is only 
from Russia. As I say, the total given here of imports for that year is 
larger than the figure that you use, and the only point I wanted to 
make is that there is a remedy available to the people who feel they 
have been aggrieved. They have not applied to use it. The place 
where the distress seems to be real in the fur industry is in the realm 
of the long-haired fur, where the basic problem is a style problem and 
where there is not anything that the tariff can do much about one 
way or another. 

Mr. Byrnes. If we invoke the escape clause in this instance, what 
would the remedy be? 

Mr. Brown. If we invoked the escape clause in that instance, we 
would then be free as far as our international obligations are concerned 
to place a duty on these items, most of which are on the free list. 
That would require an act of Congress. We would also be free to 
impose a quota, which could be done by Executive action. 

Mr. Byrnes. Why has the Department resisted legislation which 
would authorize the President in his judgment and upon the recom- 
mendation of the Tariff Commission to impose quotas on Russian 
imports of furs? 

Mr. Brown. Because that remedy already exists in the escape 
clause and has not been used. 

Mr. Byrnes. If you have the escape clause is it not true that if you 
invoke it you have to call in every other country with which we have 
any agreement? 
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Mr. Brown. No, sir. We have to talk to countries interested in the 
commodity involved at some time, but in the case of the fur-felt hats, 
for example, we took the action exactly on the date that the Tariff 
Commission recommended the action should be taken. 

Mr. Byrnes. No request has ever been made for revoking the 
escape clause covering furs? 

Secretary Acurson. I think not, sir. 

Mr. Byrnes. Mr. Secretary, | am wondering if you could advise 
the committee what might possibly be the effect of the reduced tariffs 
during a period of mobilization such as we are presently going into, 
when other countries might not necessarily place the same emphasis 
upon mobilization. 

What I have in mind is this. We have cut-backs today, for instance, 
inaluminum. That, of necessity, affects the aluminumware industry, 
part of which and a large part of which is located in my area. They 
are concerned about whether, with the presently existing duties on 
aluminumware, other countries which might not have the same restric- 
tions on the use of aluminum may seize this opportunity to come in 
and take over a good share of the American market. 

I understand also the camera industry is quite concerned. It will 
be converting over to technical instruments, and so forth, for the 
military, and what will be the situation so far as German cameras 
are concerned. 

What can you tell us about that particular picture and the relation- 
ship of it to the trade agreements that are presently in existence? 

Secretary Acureson. | think we can reassure the people who are 
concerned about that. In the first place, as far as material such as 
aluminum is concerned, all that can possibly be used for defense 
purposes will be required for this purpose where it is produced in 
countries which are cooperating with us in the defense effort, and we 
will work very closely with them to see that, so far as possible, the 
material is not diverted into uses which we think are not desirable in 
this country for importation into this country, but that the material 
will be used or sold for defense purposes. 

Mr. Byrnes. In other words, what you are saying is this—at 
least I hope this is what you are saying—that in the case, for instance, 
of aluminumware you will be on the lookout to see that other coun- 
tries are just as concerned about withdrawing aluminum from that 
purpose as we are here in converting aluminum into defense uses? 

Secretary Acurson. That is correct; ves, sir. 

Mr. Byrnes. What would you say will be the situation as far as 
the optical and photographic fields are concerned, where a lot of 
imports would be from Germany, which I understand is not going to 
have its industry turned into war plants? 

Secretary AcuEeson. It would be very important to get the products 
of those industries for the foreign and domestic defense production, 
and I think exactly the same thing would happen in that area. 

Mr. Byrnes. In other words, you do not believe the American 
market for cameras, for instance, is going to be turned over lock, 
stock, and barrel to the Leica people of Germany or any other company 
that may be operating? 

. Secretary Acueson. I should not think that would occur, Mr. 
yrnes. 
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Mr. Byrnes. Do I understand it will be the intention and purpose 
of the State Department to watch and see that it does not happen? 

Secretary Acueson. It will be our intention to do the very best 
that can be done in that regard. 

Mr. Erernarter. Mr. Secretary, we have spent a good bit of 
time on furs, about 35 minutes. I want to read from Summaries of 
Tariff Information, volume 16, Free List, United States Tariff Com- 
mission, Part Il, Washington, 1950. The heading is “Furs (except 
silver or black fox), undressed (group summary) (par. 1681). Tariff 
status.” 

Furs (except silver or black fox), undressed, which were free of duty under the 
Tariff Act of 1922, are free of duty also under the Tariff Act of 1930. * * * 

If that is a true statement in this booklet issued by the Tariff Com- 
mission, What possible effect could the reciprocal trade agreements 
have on the fur industry unless it was to confirm what was done by 
Republican Congresses in 1922 and in 1930, which made them free 
of duty if they were undressed, perhaps by an agreement to keep 
them free? 

Secretary Acuyson. Mr. Brown tells me your statement is correct, 
Mr. Eberharter. That was what was done—to make an agreement 
to keep them free of duty. 

Mr. Enernanrrer. Well, that is one thing the reciprocal trade 
agreements confirmed that was done by previous Republican admin- 
istrations. 

Secretary Acueson. That seems to be correct. 

Mr. Eseruarrer. Now, some time has been spent here also with 
respect to the result of the Mexican trade agreement, and I call 
attention to your statement on page 3— 
that during the course of the years in which the Trade Agreements Act has been 
in effect, we have negotiated trade agreements with 45 countries, with which in 
1949 we carried on about 75 percent of our foreign trade. These countries and 
ourselves together carry on 82 percent of the total trade of the world. 

Now, have you had similar difficulties with others of these 45 
countries to those that vou have had with the Mexican agreement? 

Secretary Acurson. I think not. 

Mr. Ensruanrrer. So that there is only one country out of the 45 
where it was found necessary to have a cancellation or escape? 

Secretary Acueson. We have also terminated our trade agreement 
with Colombia. 

Mr. Esernarter. And as to the proportion of trade with Mexico, 
while considerable, it certainly was not great in comparison with the 
82 percent of the world trade that we had? 

Secretary Acnrson. It was not. 

Mr. Esernarrer. It was not a considerable amount? 

Secretary Acurson. That is correct. 

Mr. Esernarrer. So that, if we want to view the picture as a 
whole, the Mexican difficulty should not be a guiding or controlling 
factor? 

Secretary Acnueson. It would not. 

Mr. Evernarrer. One other thing. So far in these hearings I 
have heard nobody mention the consuming public of the United 
States or the consuming publics of other countries. Does your 
program have a beneficial effect on the consuming public of the 
United States, in your opinion? 
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Secretary AcuEeson. Very, very great, Mr. Eberharter. It is the 
basis of building up the expanding economies we are talking about. 

Mr. Esernarrer. I think it is w orthy of note and the committee 
should take into consideration the welfare of the buying public of this 
country as well as of those in the business field. Do you agree with 
that? 

Secretary Acrkeson. Yes, sir. 

Mr. Esernarrer. That is all, Mr. Secretary. Thank you. 

Mr. Simpson. Mr. Secretary, there was a point made a moment ago 
about the fact that if we did not have a treaty on reciprocal trade 
there would be no tariff paid for the importation of furs from Russia 
Is that correct? 

Secretary Acueson. I think the point that was made was that the 
reciprocal trade agreement we are talking about is one which bound 
fur on the free list. 

Mr. Simpson. And the Republican Party had failed to impose 
tariff against them back in 1930, too? 

Secretary AcHESON. Yes. 

Mr. Stimpson. Well, we did not deal with Russia in that day; did 
we? Did we recognize Russia at all at that time? 

Secretary AcHEson. We were not having official relations with 
Russia at that time. 

Mr. Simpson. No. We recognized Russia, if I recall, after Mr. 
Roosevelt was elected President. Is not that correct? 

Secretary Acurson. That is correct. 

Mr. Simpson. It seems to me, therefore, that the Republican 
Party, to the extent they failed to recognize Russia prior to that 
used pretty good judgment in view of what is transpiring today and 
what has transpired since Mr. Roosevelt was electe id. Sol think the 
Republican Party is to be commended and not criticized because we 
did not make some kind of a deal with Russia. 

Mr. Marin. Mr. Secretary, I have one other point on our defens: 
preparedness program. lf received a press release dated August 17 
from the Department of State announcing the intention to terminat 
the 1936 trade agreement with Switzerland unless the Swiss agreed to 
accept the escape clause, and that release announced that a note was 
delivered on August 10, 1 believe, to the American Legation at Bern 
The release included one sentence which I think was rather important, 
that “the escape clause would permit either Switzerland or the United 
States to suspend in whole or in part any obligation incurred by either 
country under the agreement including tariff concessions if, as a result 
of unforeseen developments and of the obligation, a product is being 
imported in such relatively increased quantities and under such con- 
ditions as to cause or threaten serious injury to domestic producers of 
like or directly competitive products.”” Now, 2 years ago this week, 
in a rather extended colloquy between Mr. Willard Thorp, Assistant 
Secretary of State for Economic Affairs, and Mr. Curtis, of the com- 
mittee, and myself, we were told by Mr. Thorp, in answer to one of my 
questions, “There has been no indication of a reopening of the trade 
agreement with Switzerland” as of that date. 

That leads to this question, What conditions have arisen since that 
colloquy 2 years ago that brought about the action of last summer? 

Secretary Acueson. I said earlier today, Mr. Martin, we have 
been pursuing the general policy of putting the esc ape clause into all 
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the agreements which did not have it. Therefore, we have been 
pursuing that policy in negotiations with the Swiss, and we have now 
achieved our purpose. 

Mr. Martin. Are you following that policy now in all reciprocal 
trade agreements? 

Secretary Acueson. Yes. We said we were concerned that that 
should be there. Mr. Brown pointed out some where it did not occur 
and pointed out why they were not as urgent as others 

Mr. Martin. I may have misunderstood, but we had some testi- 
mony here this morning by Mr. Brown in reply to Mr. Kean to the 
effect that there were quite a few trade treaties that have no escape 
clause and there was no intention of placing one in them. Is that 
right? 

Secretary Acneson. | think that was gone over just a few moments 
ago in answer to questions by Mr. Byrnes. 

Mr. Martin. That is what prompted me to bring up the point 
here. Is there something in the developments sinece 2 years ago 
that has caused us to plac e an escape clause in the Swiss agreement? 
As I understood the testimony this morning, there were several 
reciprocal trade agreements that have no escape clause in them, and 
you are making no effort to put it in. 

Secretary Acurson. That was not quite the impression that was 
meant to be given, although perhaps it was given. We have pointed 
out it is our policy now to put the escape clause in all agreements. 
There are some which do not have it. In these particular ones where 
we have not been pressing, the items from which we could escape if 
we had an escape clause are not very urgent and pressing items. 
Therefore, we wish to wait for a more favorable opportunity to get 
the clause in. 

Mr. Martin. This policy is something which has been adopted 
since the hearing of 2 vears ago, then? 

Secretary Acueson. I should not have thought so, but it may 
well be. 

Martin. Well, at that time it was stated by Mr. Thorp to 
me in the hearing that there was no consideration being given to it 
on the date of that hearing. 

Secretary Acurson. Mr. Brown may be able to answer that better 
than I. 

Mr. Brown. I think, Mr. Martin, the point of Mr. Thorp’s remark 
was that nothing was actually in negotiation or discussion with the 
Swiss about it. 

Mr. Martin. What is that? 

Mr. Brown. I think the principal point in Mr. Thorp’s remarks 
was that at that time there were no negotiations going on with the 
Swiss. We had not vet approached them on the subject of getting 
an escape clause in in any official way. 

Mr. Martin. His statement to me was: “There has been no inten- 
tion of rewriting that particular agreement with Switzerland.” 

Mr. Brown. I think that was what he meant. 

Mr. Martin. And now we have placed the escape clause in the 
Swiss agreement. 

Mr. Brown. Yes. 

Mr. Martin. Have we placed it in any other agreements? 

Mr. Brown. Yes, sir. 
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Mr. Martin. In which it did not appear? 

Mr. Brown. Yes. It came into agreements with six or seven 
countries When at Annecy they became parties to the General Agree- 
ment, and it will go in three more at Torguay. 

Mr. Martin. And the plan is to get it in all of the reciprocal trade 
agreements, and that is a change in policy from 2 years ago? 

Mr. Brown. No. 1 think we made the statement at that time that 
that was our general policy. I do not know whether we did in this 
committee or not, but | know we did in the Finance Committee. 

Mr. Martin. There are no new conditions which have arisen in the 
last 2 years to bring this about? 

Mr. Brown. No, sir. 

Mr. Martin. The situation in the watchmaking industry in the 
State of Illinois had no bearing on it? 

Mr. Brown. The watch-making situation has been very much in 
the mind of everyone concerned with this program. 

Mr. Marvin. But the October 15 deadline had no bearing in 
that connection at all? 

Mr. Brown. No, sir; I do not think that date had any particular 
significance. It was just that we had to set a date. 

Mr. Marri. | had expressed my considerable interest and Mr. 
Curtis had expressed his considerable interest, and we engaged in a 
long colloquy 2 years ago this morning, and it got to the point where 
| introduced a letter | had received on February 1 from Lieutenant 
General Lutes, Director of the Staff of the Munitions Board, to press 
my point that skills in watch-making were a considerable importance 
to our defense program. And that was my concept after 10 vears of 
struggle in this field, trying to eliminate some of those great prepared- 
ness bottlenecks. That is the way I felt about it on February 1, 
when I got General Lutes’ letter. 

| grant you there is an important reason for placing the escape 
clause and carrying out this policy that L just quoted from the release 
of August 17; but, to me, those reasons were written very definitely 
into the record of two years ago, and I just wanted to know what new 
factors there were. ‘The only new factor I can see in here is the date 
of October 15th, bearing in mind the fact that one of the great Ameri- 
can watch industries is located in the State of Illinois. 

The CHarrMan. Mr. Secretary, 1 compliment you on your splendid 
and excellent statement and both you and Mr. Brown on the patient 
and gracious manner in which you have answered all questions and the 
familiarity which you show with the Reciprocal Trade Agreements 
Act and its administration. 

Now, I do not suppose any one of us would maintain that we have 
reached a state of perfection in dealing with foreign-trade agreements; 
but, as between the policy pursued by this country prior to the time 
we embarked upon the Hull reciprocal trade-agreements program and 
the policy since the adoption of that program, do you have any doubt 
in your mind as to the wisdom of the course and policy followed under 
the trade-agreements program? 

Secretary Acneson. No, sir. I am entirely persuaded that the 
policy which has been followed since 1934 is a great step forward and 
is the sound policy for the United States to pursue. 
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The Cuarrman. And it certainly should not be abandoned now for 
something entirely different—for what we had before this policy was 
adopted. Is that your view? 

Secretary AcHEsOoN. It certainly should not be abandoned. 

The Cuarrman. We heard when we embarked upon this program a 
great many fears expressed and many dire predictions made as to the 
adverse effect on three large segments of our national economy. We 
heard our industry would be adversely affected; that labor would be 
injured by being thrown out of employment or having to accept 
cheaper wages as a result of the importation of foreign goods into this 
country made by foreign low-paid labor. And we heard how agri- 
culture would be adversely affected by coming into competition with 
foreign producers of agricultural commodities. 

Now, have any of those fears that were expressed been suffered by 
the three large segments of our national economy—labor, industry, or 
agriculture? 

Secretary Acnzson. I do not believe so, Mr. Chairman. 

The CHarkMan. On the other hand, would you say on the whole 
that they have been benefited and helped by the policy we are now 
pursuing to increase trade with foreign countries? 

Secretary AcuEson. I would say so most emphatically. 

The CuarrmMan. You have no doubt about that? 

Secretary Acnuson. No. 

The CHarrmMan. Another question, which is this: Is it not a fact 
that the present policy of this Government with respect to foreign 
trade is overwhelmingly approved by the independent press of the 
country—even, I might say, in the habitat of the Republicans, New 
England, New York, and Pennsylvania, and other sections of the 
country? Is not a great part of Republican sentiment strongly in 
favor and strongly in support of the trade-agreements program under 
which we are now operating? 

Secretary Acueson. I believe it is, Mr. Chairman. We think 
there has been a most gratifying response to the experience of these 
last years. 

The CuarrmMan. From what I have seen, that has been my im- 
pression. 

Mr. King is recognized. 

Mr. Kina. Mr. Brown, what is the tariff on canned tuna in oil? 

Mr. Brown. Forty-five percent ad valorem. 

Mr. Kina. How long has this rate been in effect? 

Mr. Brown. Since January 1, 1951. 

Mr. Kine. What was the tariff previously? 

Mr. Brown. Twenty-two and one-half percent. 

Mr. Kina. Why was it raised? 

Mr. Brown. Because of the joint termination of the trade agree- 
ment with Mexico. 

Mr. Kine. Was the Mexican agreement abrogated because of the 
effect on the low tuna tariff rate on the United States canned tuna 
industry? 

Mr. Brown. No. 

Mr. Kine. Presumably, when you gave Mexico the concession on 
canned tuna in 1943 you received some concession in return, did you 
not? 
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Mr. Brown. Yes; many concessions. All the United States con- 
cessions were exchanged for all of the Mexican concessions. 

Mr. Kine. What concessions did you get? 

Mr. Brown. We received concessions on 203 Mexican tariff items 
in exchange for concessions affecting 95 United States tariff para- 


graphs. 

Mr. Kine. What is the rate of duty on canned tuna imported from 
— : 

Mr. Brown. The same, 45 percent. We apply the same rates to 


all countries who do not discriminate against us. 

Mr. Kine. What concession did you get from Japan in return for 
the 224 percent tariff on tuna? What concession did you get from 
Peru? From Portugal? 

Mr. Brown. When that rate became effective, 1943, we were at 
war with Japan and imported nothing from that country. From 
Peru and Portugal, we received the benfit of duty concessions they 
gave to other countries just as they receive the benefit of cone essions 
we give to other countries. 

Mr. Kina. Is this so-called most-favored-nation principle? 

Mr. Brown. Yes; and it operates both ways. We extend to coun- 
tries with which we have most-favored-nation commitments the bene- 
fits of tariff concessions negotiated with other countries, and we obtain 
from countries with which we have most-favored-nation commitments 
the benefits of concessions they give to other countries. 

Mr. Kine. Under this most-favored-nation policy, then, a conces- 
sion is granted to one country in return for a concession from that 
country but the concession we grant is immediately extended to all 
other countries regardless of whe “ther any of them give us any conces- 
sions in return? 

Mr. Brown. The Trade Agreements Act, requires that a concession 
shall apply to the products of all countries unless the President finds 
that they are discriminating against American commerce. In practice, 
practically all of our trade is with countries from which we have most- 
favored-nation commitments. 

Mr. Kina. In other words, then, ‘“‘most-favored nation ’’does not 
mean that the nation from which we get a concession and to which we 
give one in return is the ‘‘most-favored-nation’’? 

Mr. Brown. Most-favored-nation treatment means the according 
by one country to the interests of another country of treatment as 
favorable as that accorded to any third country (the most-favored 
nation). 

Mr. Kine. An example of that policy, then, would be that if we 
grant Canada, for example, who is one of the contracting parties to 
the GATT agreement (General Agreement on Tariffs and Trade), a 
concession on canned salmon, Russia, who is not and never has been 
a party to GATT, and who is the only other producer of salmon, 
likewise receives the same concession? 

Mr. Brown. Any tariff concession we make under the general 
agreement or other wade agreements is extended to all other countries 
including the U.S. S. R., with the proviso that the automatic exten- 
sion of these concessions may be withdrawn from any country which 
is found to be discriminating against us. 

Mr. Kina. What were the imports of canned tuna from Mexico in 
1950? 
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_ Mr. Brown. They were negligible. Mexico has not been a supplier 
in recent years. 

Mr. Kine. What were the total imports of canned tuna in 1950? 

Mr. Brown. According to rough preliminary import figures, about 
28 to 30 million pounds. 

Mr. Kine. What were the imports of tuna during this period from 
Japan? 

Mr. Brown. Japan supplied about 85 to 90 percent of those imports. 

Mr. King. What were the imports from all countries in 1949? 

Mr. Brown. Imports of canned tuna in 1949 were 4.5 million 
pounds. 

Mr. King. Would it not be true then that tuna imports in 11 months 
of 1950 were 600 percent higher and Japanese imports increased 
1,300 percent over the full year imports in 1949? 

Mr. Brown. Yes. The major portion of the increase took place 
in the last 6 months—after the announcement in June that the duty 
would be increased by 100 percent on January 1 (as a result of termi- 
nation of the Mexican agreement). I think itis only natural that there 
would be a spurt in imports, to get in ahead of the duty increase. The 
same thing took place in 1933 when the duty was raised from 30 
to 45 percent in January 1934. Imports reached a record prewar 
peak in 1933 and then declined substantially after that duty increase. 

I should also like to point out that in 1933 imports were equivalent 
to 44 percent of domestic production. In 1950 the record imports 
were equivalent to less than 18 percent of production. Our packers 
have a much bigger share of the market now than they did then, and 
it isa much bigger market. Last year | understand our canners packed 
170,000,000 pounds of tuna compared with 33,000,000 in 1933 and 
96,000,000 in 1940. 

Mr. Kine. What action have you taken to protect this industry? 

Mr. Brown. It seems to me they are pretty substantially protected 
right now, in view of that 100 percent duty increase. 

Mr. Kine. How do you determine what the effect of any particular 
tariff reduction will be on the industry in the United States that 
produces that article? 

Mr. Brown. That is an important point. Great care is exercised 
in that connection by the nine agencies which participate in the Trade 
Agreements Organization. The factors differ with individual products 
but I can give you some examples in this statement I should like to 
submit for the record. 

(The statement referred to is as follows:) 


How Dectsions Are ArrRivep AT 


The decision in each case is based upon a variety of factors. The committee 
considers, for example, the relation of imports to domestic production. Are im- 
ports a large part of the amount consumed in the United States or a small part? 
It considers what the trend has been on this point. Have imports been taking an 
increasing part of the domestic market, a smaller part, or has the relation between 
imports and domestic production remained substantially stable? 

t considers whether the type of product being imported from country X is a 
type which is competitive with the domestic product. Is it a specialty, for ex- 
ample, which has a particular appeal because it is imported and no similar product 
is produced in this country? Is it something which is identical to what we pro- 
duce and therefore directly competitive? Or does it fall somewhere between these 


categories? 
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It considers whether the domestic industry is on an export basis. If, for ex- 
ample, the domestic industry has a large export business, there would be a reason- 
ably clear indication that it is able to compete in third markets with the foreign 
product, and therefore a reduction in the tariff would not be likely to cause any 
injury. 

The committee also takes into account such matters as whether the domestic 
industry is a large and diversified industry located in many places and producing 
a wide variety of products, or whether it is an industry concentrating on the par- 
ticular product involved and located largely in one community. This has an im- 
portant bearing, of course, upon the possible impact of imports on the domestic 
industry. 

rhe committee also considers the national security aspects with respect to 
particular products, 

Then the committee considers whether it would be desirable or possible to 
make a concession on only part of the tariff category that may be involved. 
For example, it might well be that a substantial reduction in the tariff on imports 
of a product above a certain value would not have any appreciable effect on the 
domestic industry, whereas a comparable reduction on lower-value products might 
have a considerable impact. 

The committee may also take into consideration the advisability of making 
a limited reduction through the use of a tariff quota or other devices. For 
example, the committee may decide that a reduced duty should apply to only 
a specified percentage of average United States production of the product. Or, 
to take another example, the committee may decide to reduce the duties but to 
reserve the right to increase the rates if imports exceed a certain percentage of 
United States production of similar products. 

All of these factors and others are taken into account in making a recommenda- 
tion as to a concession on any particular product. 


Mr. Kine. Do you have on this Committee specialists who know 
what these effects may be? 

Mr. Brown. Specialists in the various Government agencies repre- 
sented in the Interdepartmental Trade Agreements Organization are 
alwavs available to answer specific questions on the product being dis- 
cussed by the Committee. These commodity specialists make their 
views known in the country committees and to the Trade Agreements 
Committee through their agenecy’s representative on the Committee. 
In addition, members of the TAC itself might be experts on certain 
commodities. 

Mr. Kine. What weight does the Trade Agreements Committee 
give the recommendations made by these specialists after they have 
participated in these special panel hearings? 

Mr. Brown. Every consideration is given to the views expressed 
by the specialists on the various products appearing on the public 
lists of products. In addition, studies prepared by the United States 
Tariff Commission, along with the Commission’s views on the probable 
effect of tariff concessions, are available to all participants in the 
Trade Agreements Organization. 

Mr. Kina. Did you have any fishery specialists on the panels of the 
CRI which heard testimony respecting fishery products to be nego- 
tiated at the Torquay meetings? 

Mr. Brown. Yes; there were fishery specialists on the CRI panel 
before which representatives of the fishery products industry appeared. 
The representative of the Department of State was the Special 
Assistant to the Under Secretary on Fish and Fishery Products. 
Two representatives of the Department of the Interior’s Fish and 
Wildlife Service were also present; the latter were not members per se 
of the panel, since the Department of the Interior was not a member 
of the CRI at the time of hearings. That department has subse- 
quently become, however, a member of the Committee. 
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Mr. Kine. Were the recommendations of the special panel before 
which these fishery hearings were held followed by the Trade Agree- 
ments Committee? 

Mr. Brown. The President has consistently taken the position 
that he cannot make publie the opinions and recommendations of his 
particular advisers with whom he has consulted. I am sorry, there- 
fore, that I cannot answer the question. I can assure you that their 
views were given every consideration. 

Mr. Kine. Did the Trade Agreements Committee accept the rec- 
ommendations of the two specialists to whom you referred? 

Mr. Brown. This, too, is confidential information and cannot be 
disclosed for the reasons just given. 

Mr. Kine. Can you tell us in which respects the recommendations 
of the fishery specialists differed from the recommendations made 
by the Trade Agreements Committee to the President? 

Mr. Brown. The answer to that question is also confidential. 

Mr. Kine. Was canned tuna on the list of items to be negotiated 
at Torquay? 

Mr. Brown. No. 

Mr. Kine. Was bonito and yellowtail on the list? 

Mr. Brown. Yes. 

Mr. Kina. Is canned bonito competitive with canned tuna? 

Mr. Brown. I understand that bonito and yellowtail may be con- 
sidered to compete with tuna, when served in a restaurant or drug- 
store under the label “tuna fish sandwich’; in the retail grocery 
stores the question of competition is another matter. The average 
housewife is familiar with the name ‘‘tuna fish,’ and is not familiar 
with bonito or yellowtail. It is possible that bonito or yellowtail 
might offer more competition to tuna if and when the name becomes 
more familiar in the American market. 

Mr. Krve. In considering imports of tuna, imports of bonito and 
yellowtail should also be considered? 

Mr. Brown. In considering a concession on any product, the com- 
mittee always takes into account both direct and indirect competition 
which the imported product may create. 

Mr. Kine. Conversely, in considering imports of bonito, the effect 
on the tuna industry should be considered? 

Mr. Brown. I believe that my last comment applies to that ques- 
tion also. oe 

Mr. Kina. Have the imports of canned bonito and yellowtail in- 
creased in 1950? 

Mr. Brown. According to preliminary figures, imports of bonito 
and vellowtail in the first 11 months of 1950 were 372,000 pounds 
less than they were during the comparable period in 1949. In 1950 
they amounted to 7,366,000 pounds, and in 1949 to 7,738,000 pounds. 
Total imports of bonito and yellowtail in 1949 amounted to 8,054,000 
pounds. ; ; 

Mr. Kine. How do the 1949 or 1950 imports of these items compare 
with earlier years? 

Mr. Brown. I am informed that statistics on imports of canned 
bonito and yellowtail (substantially all bonito) are available only 
since 1947. It is known, however, that before World War II the 
imports were relatively insignificant. In 1948 the United States 
imported 306,000 pounds of bonito and yellowtail. 
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Mr. Kine. What is your estimate of the quantity of bonito and 
vellowtail imported in 1950? 
~ Mr. Brown. I understand that statistics on total amount of bonito 
and yellowtail imported into the United States in 1950 are not avail- 
able; but, from the figures given in answer to your earlier question, it 
would appear that total imports in 1950 may be about the same 
or less than in 1949. 

Mr. Kina. The total of imports of tuna and tunalike fishes in 1950 
was 34,000,000 pounds, plus the quantities entered during the month 
of December; is that correct? 

Mr. Brown. According to preliminary United States import 
statistics for the first 11 months of 1950, imports of canned tuna and 
canned bonito amounted to a little over 34,000,000 pounds. 

Mr. Kine. Did the total supply of canned tuna and tunalike fish, 
both imports and domestic production, increase in 1950 over 1949? 

Mr. Brown. Yes. 

Mr. Kine. Was the public able to absorb all of the tuna produced 
by the domestic industry during 1950? 

Mr. Brown. We do not have statistics yet for the 1950 inventory 
of canned tuna. Whether the public was able to absorb all of the 
tuna canned by the domestic industry does not seem to me as sig- 
nificant as the question whether domestic consumption of canned tuna 
increased. The domestic tuna-canning industry reached the peak 
production level of 170 million pounds in 1950. According to the 
general manager of the National Fisheries Institute (as reported in 
the New York Times of January 8, 1951), “The rate of consumption 
of fishery products has always had a direct bearing on the size of the 
catch.” I realize, of course, that all of this tuna was not canned from 
fish supplied by the United States tuna fleet—but some of it from 
fresh and frozen tuna imported into the United States (free of duty 
under par. 1756) and then canned in the United States. (About 
53,000,000 pounds of fresh or frozen tuna were imported into the 
United States in the first 11 months of 1950.) 

Mr. Kina. Then, if all of these imports had not been permitted, 
the tuna fleets could have been kept busy throughout the year? 

Mr. Brown. It does not appear that the imports of canned tuna 
had much effect on the activity of the tuna fleet, in view of the record 
pack of tuna in 1950. 

Mr. Kine. What did the Trade Agreements Committee decide to 
do with bonito at Torquay? 

Mr. Brown. The answer to this question is confidential, sir, and I 
regret that I cannot give any information on it. 

Mr. Kine. Did our specialists recommend that this commodity be 
placed on the list? 

Mr. Brown. It was recommended by the Country Committee and 
by the Trade Agreements Committee that this commodity be listed. 
The President approved the recommendation. 

Mr. King. Were the representatives of the Department of Interior 
and the Department of State—the only two fishery specialists on the 
panel—overruled? 

Mr. Brown. As I said before, Mr. Congressman, the President does 
not permit disclosure of the advice and opinions of his individual 
advisers in these matters. 
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Mr. Kina. What was the basis for refusing to accept the recom- 
mendations of the two fishery specialists on the panel? 

Mr. Brown. Mr. Congressman, your question assumes that the 
recommendations were made and rejected. Whether or not this is 
the case, I cannot tell you for the reasons I have given. 

Mr. Kine. Why was the Trade Agreements Committee so anxious 
to negotiate on canned bonito and yellowtail with Peru? 

Mr. Brown. Canned bonito and yellowtail were listed for negoti- 
ations at Torquay because they are among the leading Peruvian 
exports. Peru is the principal supplier of these commodities in the 
United States market. 

Mr. King. Upon what commodities did Peru desire _ tariif 
concessions? 

Mr. Brown. The specific requests of all countries involved in the 
negotiations are classified information. However, in general, a country) 
usually requests tariff concessions from another country on the 
principal products which it experts to that country. 

Mr. Kine. What concession is the United States prepared to make 
on sugar and cotton? If none, why? 

Mr. Brown. | am sure you will understand why I cannot discuss 
matters under negotiation at Torquay. 

Mr. King. Then, canned bonito was the only item on which Peru 
wanted concessions on which the United States could make a sub- 
stantial concession? 

Mr. Brown. This question too, sir, assumes an answer to the last 
question. For the reasons stated, | am not able to answer this one 
either. 

Mr. Kina. Then, the Trade Agreements Committee in deciding to 
negotiate with Peru had already made its mind up to negotiate on 
canned bonito before the public hearings were held by the Committee 
for Reciprocity Information; is that true? 

Mr. Brown. The Trade Agreements Committee had decided to list 
it as an item on which it would consider granting a concession. This 
decision had to be made, and approved by the President, before the 
product could appear in the published list and before there could be 
public hearings on it. But no consideration whatsoever was given 
to the type of concession, if any, that would be granted until after 
the public hearings were completed and after all available information 
was considered. 

Mr. Kine. Is there some special reason why we were anxious to 
negotiate with Peru? 

Mr. Brown. Yes, because Peru is an important friendly country 
who wanted to join the General Agreement on Tariffs and Trade. 
The United States believes that it is important to have as many as 
possible of the free nations in GATT. 

Mr. Kine. What, then, was the purpose of having the public 
hearing and having fishery specialists on the panel for the hearing? 

Mr. Brown. The public hearings were for the purpose of obtaining 
as much information as possible concerning the interests of the 
American fishing industry. A fisheries expert was on the panel to 
enable the committee to be in the best possible position to reach a 
considered judgment on the matter. 

Mr. Reep. Has the watch-making industry of this country been 
greatly benefited by the trade agreements? 
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Secretary AcuEson. The watch-making industry is one which is a 
constant source of discussion at these triennial times, Mr. Reed. I 
think it has been benefited. We can discuss that question at great 
length. I have heard the watch companies are selling more watches 
than they ever sold before; that people who were not making watches 
in the United States are now making them. I think there has been 
a very good record. 

Mr. Keep. How many industries have gone out of business as a 
result of foreign competition of watch companies? 

Secretary AcHEsON. One company, I believe, went out of business. 
I do not think that was as a result of foreign competition. 

Mr. Reep. You do not think foreign competition contributed to 
their insolvency; do you? 

Secretary AcuEson. I do not think it was a question of foreign 
competition. You have other companies which have gone ahead 
during the period when that company did not, and if the others 
went ahead under foreign competition, then obviously that was not 
the cause of the trouble. 

Mr. Reep. Do you think the importation of 9,000,000 watches 
annually has helped the watch industry? 

Secretary AcuEson. I simply point out it did not have an adverse 
effect on other companies. 

Mr. Reep. How many protests are pending now on the part of the 
industries of this country that they are being injured by imports by 
virtue of lower tariffs under the reciprocal trade agreements? 

Secretary AcuEson. I do not quite know what you mean by “how 
many applications.”” We have five applications pending under the 
escape Clause. 

Mr. Rexp. To how many did you say relief had been granted? 

Secretary Acueson. I said 20 applications had been filed. Of 
those, one had been granted. Five are now pending. 

Mr. Reep. Can you give me a list of the standards for these agree- 
ment—what standards are set up in the trade-agreements legislation 
for you to adhere, or what are the standards which are followed in 
determining whether to make concessions or not? 

Secretary Acnrson. In these documents which we have filed we 
have made a full description of how a trade agreement is negotiated 
and what the considerations are which lead to it. 

Mr. Reep. Will you give me a summation of them? 

Secretary Acueson. | shall be glad to. In going to work on the 
problem, you first of all go over the trade with the country or countries 
with which you are dealing and pick out the principal items—the 
items of which they are the principal producers, the items which 
they buy from you on which you wish to improve your business. 
They then announce those items. There are extensive hearings held 
in which briefs and information of all sorts are asked for, so that 
you have a very clear idea of what the interests of American producers 
and American exporters are in regard to the business between the 
United States and that particular country. Arguments are heard on 
predictions as to what is likely to happen from this, that, or the other 
policy. 

Then the Trade Agreement Committee, after intermediate reports, 
goes through all of this information and decides what kind of con- 
cessions can be made in the interest of increasing trade between 
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the United States and the particular country concerned, what we 
desire to get from them, and from the point of view of increasing our 
exports. The Committee considers the effect of this on the business 
within the United States and the export business from the United 
States. Recommendations are then made to the President with 
whatever dissenting views may be expressed by any of the Depart- 
ments on the Trade Agreements Committee, and thereafter the Presi- 
dent says what the limits are within which bargaining may take place, 
and thereafter the bargaining does take place. 

I think that is the general procedure that is followed. 

Mr. Reep. Then I would like to ask this question: do the American 
negotiators give great weight to any act which might cause unfavor- 
able repercussions upon the policies of other countries toward the 
United States? 

Secretary Acneson. That is an important consideration. I do 
not know just what you mean by it, but anything which would 
cause unfavorable repercussions between the United States and 
another country is something we ought to give a great deal of atten- 
tion to. But I do not know what is in your mind when you ask me 
that question. 

Mr. Reep. Is there any provision in the Reciprocal Trade Agree- 
ments Act of 1934 or any provision in any extension thereof that 
makes the reciprocal trade system a vehicle for obtaining the best 
possible use of our domestic resources? Do you know of any such 
standards set up by the legislation? 

Secretary Acugson. I do not recall any such system as that. 

Mr. Reep. Is that one of the standards set up or considered by the 
negotiators? 

Secretary Acneson. The negotiators have their instructions. They 

o off and negotiate within certain limits and try to get benefits for the 
nited States and give concessions which they believe will certainly 
not be harmful and which may be beneficial to the United States. 

Mr. Reep. Mr. Secretary, I have been informed that you have a 
very important engagement downtown and I assume that the ques- 
tions which I had intended to ask you and which I should be delighted 
to have you answer, can be answered by other Government witnesses. 
So to suit your convenience, I am going to suspend at this point. 

Secretary AcHEsON. I am very guteld for that courtesy, Mr. Reed. 
I do have a meeting at this particular hour. 

The CuatrmMan. We thank you, Mr. Secretary and Mr. Brown, for 
your appearance and for the very helpful information you have given 
the committee. 

Secretary Acnrson. Thank you, Mr. Chairman and gentlemen. 

The CuatrMan. The Chair offers for the record certain letters; one 
from the Honorable G. C. Marshall, Secretary of Defense; one from 
the Honorable John W. Snyder, Secretary of the Treasury; one from 
Will Clayton; one from the Acting Secretary of Agriculture, Mr. C. J. 
McCormick, and one from the Secretary of Commerce, Mr. Charles 
L. Sawyer, all endorsing the bill and the reciprocal trade agreements 
program. 

(The letters referred to are as follows:) 
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Tue Secretary OF DEFENSE, 
Washington, January 22, 1951. 
Hon. Rosert L. Dovanrron, 
Chairman, House Ways and Means Committee, 
House of Representatives. 

Dear Mr. Dovenrton: I understand that hearings on renewal for 3 years of the 
Trade Agreements Act are soon to be held by the Ways and Means Committee. 
I wish to lend my full support to the renewal of this legislation as being in the 
best interests of the country and in accordance with the program of the President. 


Faithfully yours, 
G. C. MARSHALL. 





Tue Secretary or TREASURY, 
Washington, January 22, 1951. 
Hon. Roserr L. Dovuauron, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: The Committee on Ways and Means has before 
it for consideration H. R. 1612, to extend the authority of the President under 
section 350 of the Tariff Act of 1930, as amended, and for other purposes, The 
effect of this bill would be to continue the reciprocal trade agreements program, 
which has been in effect since 1934, for an additional period of 3 years beyond the 
present expiration date of June 12, 195]. 

In order to conserve the time of the committee, I understand the Secretary of 
State will make the sole personal presentation for the administration in behalf of 
the bill. I wish by this letter simply to add my word of endorsement. 

Apart from my direct interest in this legislation stemming from the participation 
of the Treasury Department in the administration of the trade-agreements pro- 
gram, I am interested in it also because of my responsibility as chairman of the 
National Advisory Council on International Monetary and Financial Problems, 
the interdepartmental body which has responsibility for coordinating the policies 
and operations of this Government in the foreign financial, exchange, and mone- 
tary fields, Since the termination of hostilities in 1945, this Government has 
undertaken an unprecedented series of measures involving international coopera- 
tion with and assistance to friendly foreign countries in an effort to reestablish 
stable international economic relationships. An important part of this program 
involved an effort to promote expanding international trade as a contribution 
toward rising living standards both in our own country and in foreign countries. 
The policy of reciprocal reductions in trade barriers instituted in 1934 under the 
wise leadership of Cordell Hull played a useful part in carrying out these policies. 
A substantial measure of success has attended our efforts to achieve a sounder 
structure of international economic relationships, and it is important that we 
hold the gains we have achieved through the new difficult period in which we 
now find ourselves. For this purpose, it is considered essential to preserve the 
executive trade agreement authority and I therefore urge your committee to give 
favorable consideration to H. R. 1612. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee, 

Very truly yours, 
Joun W. Snyper, 
Secretary of the Treasury. 


Anperson, CLayton & Co., 
Houston, Ter., January 18, 1951. 
Hon. Rosert L. Dovenrton, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 

My Dear Mr. CuarrmMan: Due to illness in my family I deeply regret that I 
am unable personally to appear before your committee to urge renewal of the 
reciprocal! trade agreements program, 

I believe I have appeared as a witness in support of this program each time the 
act has come up for renewal. 

In the tragic situation now confronting our country and the rest of the free 
world, the reasons for continuing this program are much stronger than they have 
ever been in the past. 
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Communist Russia has divided the world into two parts—the Communist 
world and the free world. 

The peace-loving free world, enormously superior in wealth and industry to 
the Communist world, but just now disunited and militarily weak, stands before 
an aggressive, united and powerful enemy sworn to destroy it—an enemy without 
conscience, without religion, without decency, without mercy. 

Under the leadership of the United States, the free world has united its military 
strength in the North Atlantic Treaty. General Eisenhower, as Supreme Com- 
mander of the military forces of the 12 countries composing the North Atlantic 
Pact, is now in Europe for the purpose of organizing and leading the armies for 
defense which these 12 nations will provide. 

But military unity alone is not sufficient to create the necessary conditions for 
the preservation of world peace and freedom. 

It would be a great mistake to think that communism is the only obstacle to a 
continuation of conditions of peace and prosperity in the free world. 

Communism is but an outward manifestation of the world revolution now in 
progress—a revolution of the have-nots—not so much against the haves as 
against their own lot in life. 

When the Premier of Pakistan was here a few months ago, he said that when 
he thought of the United States, he saw a fabulously prosperous island; but still an 
island, surrounded by a sea of poverty, of cold and of hunger; and it frightened 
him. 

There are just too many hundreds of millions of people who go to bed hungry 
and coid every night. 

Someone will probably say, ‘But that has always been true.’”’ Yes, of course, 
but the modern world as we know it today has not always been here. 

The first job of the free world is to make itself so strong that the aggressor 
dare not strike. 

To do this the free world has united militarily. 

The second job to which the free world must bend its efforts is the raising of 
the standard of living of hundreds of millions of people in the world. 

The United States has also taken leadership in this field. 

It is unnecessary to refer in detail to the various steps which have been taken 
under our leadership to improve economic conditions in the world—conditions in 
such deplorable state because of two world wars in one generation. 

One of the most important of these steps, but the one perhaps least under- 
stood, is the reduction, through trade agreements with friendly nations, of the 
barriers to the movement of goods throughout the world. Mueh constructive 
work has already been done here but much remains to be done. 

The standard of living of any people is measured by the quantity of useful 
goods available to them. 

Economists agree that substantial reduction of barriers to the movement of 
goods between countries would greatly enlarge markets, would rationalize pro- 
duction on the basis of comparative advantage, would necessitate a great in- 
crease in the production of raw materials, and would enormously augment the 
volume of useful goods made available to the world’s population. 

The development of our own country proves this. This development and the 
consequent very high standard of living here is largely due to the freedom with 
which goods move across State boundaries. 

This matter has unusual importance at the present time due to the fact that our 
preparedness program demands that we acquire great quantities of metals and 
other materials from all parts of the world, not only for the enormous increase in 
production which our program requires but also for stockpiling for future needs. 

Not only should these imports be freed of the excessive tariffs which many of 
these materials now carry but in order to pay for these materials we must be in 
position to export freely of the products which the United States is in position 
to produce most effectively. It is therefore necessary that trade agreements be 
made with friendly countries for the mutual reduction of tariffs—our tariffs on 
the goods we need to import for civilian and defense needs, and their tariffs on 
the goods we need to export to pay for such imports. 

For 15 years or more we have listened to predictions of dire results to flow from 
any reduction of our protective tariff. Interested parties have thought they 
foresaw certain ruin from any such action. 

No such consequences have resulted from trade agreements already made. 
No such consequences can be expected to result from future trade agreements. 

The care and study given by interested agencies of our Government before 
action is taken is a guaranty of this. 
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But, in any case, we face a world situation which makes imperative actions to 
serve the common good as opposed to individual or special interests. 

The preparations which we and our allies are making to restore to the free 
world the power to preserve its freedom will fall with a heavy hand on some 
segments of the economy. For example, producers and distributors of luxuries 
will in many cases undoubtedly suffer great injury and possibly ruin. 

In the crisis which we face, we must act for the greatest good to the greatest 
number. 

It will avail us little to restore the power of the free world to preserve its freedom 
if we fail to reorganize international economic relationships in such way that 
production and distribution will provide the people with more to eat, more to 
wear, and better homes in which to live. 

To this end, I strongly urge the renewal of the reciprocal trade agreements pro- 
gram without crippling amendment. Such a course is unquestionably dictated 
by our national interest. 

Respectfully submitted. 

W. L. Crayron. 


DEPARTMENT OF AGRICULTURE, 
Washington D. C., January 19, 1951, 
Hon. Rorert L. Dovucuron, 
Chairman, Committee on Ways and Means, , 
House of Representatives. 

Dear Mr. Doventon: With reference to the hearings to be held by vour com- 
mittee on H. R. 1612, a bill to extend the authority of the President under section 
350 of the Tariff Act of 1930, as amended, I wish to inform you that this Depart- 
ment favors passage of this bill. 

The trade agreements program has wide support among American farmers 
because they realize that they have an important stake in foreign markets. Many 
United States agricultural products are exported in large amounts. In the last 
fiscal year, such exports included 37 percent of our cotton, 26 percent of our 
wheat, 27 percent of our tobacco, 39 percent of our rice, and nearly 35 percent 
of our dried fruits. 

The prospects for maintaining foreign markets of our agricultural products 
will depend largely on whether or not we succeed in securing comparative freedom 
for international trade. Failure to do so will cause these markets to become more 
and more curtailed by the self-sufficiency policies of importing countries designed 
to protect high-cost production, 

The reciprocal trade agreements program has made an important contribution 
to arresting, in important instances, the world-wide trend toward protection. The 
United States has, under this program, received tariff concessions from foreign 
countries on agricultural as well as other products. The importance of these 
concessions to American farmers will grow with the restoration of more normal 
conditions in the international economy. 

To obtain these concessions, we had, of course, to make concessions on our 
part. As regards the latter, I would like to note that they were about evenly 
distributed between agricultural and nonagricultural imports. As the Tariff 
Commission has recently reported to Congress, import duties were reduced on 44 
percent of total agricultural imports as compared with 47 percent of total non- 
agricultural imports. The duty reduetions made average 50 percent for the 
agricultural and 53 percent for nonagricultural products on which duties have 
been reduced. 

Reduction of duties and other trade barriers is, of course, the primary objective 
of the Trade Agreements Act and of the agreements negotiated under this act. 
But, as your committee certainly is aware of, the act and the agreements negotiated 
under it, such as the general agreement on tariffs and trade, also contain machinery 
for correcting inequities in the existing structure of tariffs and trade controls. 

I would also like to refer to our struggle with the dollar gap in our foreign 
trade. For several years we were faced with the threat that, when United States 
foreign assistance comes to an end, this gap might be closed by a sharp curtail- 
ment—in United States exports—a curtailment which would threaten to cause 
depression in important sectors of American agriculture and industry. With the 
help of the trade agreements program, we have succeeded in expanding our imports 
and thus in supplying foreign countries with a current source of dollars which 
they can use to buy the products of American farms and factories they want. 
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The American ple also have come to realize that we must import many 
products to supplement our domestic resources. This dependence on foreign 
products has become particularly evident in the present defense effort, but it is 
also an important consideration under peacetime conditions if we wish to maintain 
and improve our living standards. 

There are also other broad benefits derived from the trade agreements program 
in which American farmers have an interest. By facilitating the exchange of 
products which we produce most advantageously for products that other countries 
produce most advantageously, the trade agreements program helps to link 
the freedom-loving nations more closely. This is of particular significance in the 
present critical world situation in which the Communist aggressors are using 
every means, economic as well as political, to split the free world. 

It is also clear that the foreign assistance that we are giving under various 

rograms will bring lasting benefits to us as well as to the recipient countries only 
if the opportunities for trade among the peace-loving nations are being maintained 
and enlarged. Continuation of our trade agreements program will give those 
countries assurance that we will play our part in assuring such opportunities. 
Sincerely yours, 
C. J. McCormick, Acting Secretary. 


Tue Secretary or CoMMERCE, 
Washington 25, January 18, 1951. 


Hon. Rosert L. Doventon, 
Chairman, Commiitee on Ways and Means, 
House of Representatives, Washington 25, D. C, 

Dear Mr. Dovucuron: I am writing you in connection with the consideration 
by your committee of H. R. 1612, the bill to extend the authority to conclude 
reciprocal trade agreements. 

The purpose of this legislation and the policies and procedures that have been 
followed in its administration are well known to your committee and consequently 
need not be discussed in detail. The disturbed conditions of international life 
make it unlikely that great use can be made of this authority over the next few 
years. It is, nevertheless, important that the legislation be kept alive as a symbol 
of the desire of the United States to cooperate with the rest of the free world in 
the progressive relaxation of tariff and trade barriers. 

The procedures which have been worked out for the administration of the act 
are well designed to protect producers in this country from irreparable injury. At 
the same time benefits have been received by those industries which are dependent 
upon foreign sources of supply. Similarly, the concessions received from other 
countries have been significant for the large number of our producers who are 
partially dependent upon foreign markets. 

Accordingly, I should like to urge favorable consideration by your committee 
of the proposed legislation. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Mr. Coorrr. Mr. Chairman, I move that the committee adjourn 


until 10 o’clock Wednesday morning. 

The Cuamman. Without objection, the committee will adjourn 
until 10 o’clock Wednesday. 

(Whereupon the committee adjourned to meet on Wednesday, 
January 24, 1951, at 10 a, m.) 
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WEDNESDAY, JANUARY 24, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS; 
Washington, D. C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The CHarrMan. The committee will please be in order. For the 
record I ask that there be inserted an editorial from the New York 
Times of January 21 entitled ‘Renewing the Trade Act.” 

(The matter referred to is as follows:) 


[From The New York Times, January 21, 1951] 
RENEWING THE TRADE Act 


With the opening of hearings this week on extension of the Reciprocal Trade 
Agreements Act, we may expect renewal of the long battle to curtail existing 
Presidential authority to lower tariffs. Under the 1949 law which expires next 
June, the President may make tariff reductions up to 50 percent of the 1945 rates 
in exchange for trade concessions from other countries. This law carries on the 
spirit of all the reciprocal trade acts since the first one was passed in 1934—except 
for the l-vear extension adopted by a Republican Congress in 1948, which required 
the President to report to Congress if he set rates below the point considered by 
the Tariff Commission as threatening serious injury to American producers. 
Republicans in both Houses have already said they would attempt to restore this 
“peril-point” provision, which was eliminated by the last Congress. If they 
succeed in doing so, they will do damage to the whole reciprocal trade system. 

The “peril-point” provision retains the germ of the protectionist philosophy 
which the world trading position of this country has long since rendered obsolete. 
And as a practical working matter, the success of the program initiated by Secre- 
tary Hull has depended at least in part on freedom of negotiation by the Presi- 
dent’s representatives in the tremendously complicated bargaining discussions 
held periodically with other trading nations. Furthermore, the pressures induced 
by any proposal to lower tariffs are bad enough; the ‘‘peril-point’”’ procedure only 
makes them worse. Under existing practice, all interested persons, all businesses 
that might be affected by a change in the rates, all Government agencies concerned, 
have ample opportunity to express their views. And most of our agreements 
have an escape clause for protection in case of serious injury. 

Ever since the outbreak of the Second World War, our foreign trade has been 
carried on under abnormal conditions. But the necessity still remains for the 
United States to encourage imports, and that condition will persist so long as we 
are the world’s great creditor. The administration’s request for a 3-year exten- 
sion of the existing reciprocal trade law should be approved. 

The Cuatrman. The first witness this morning is Mr. Morris 5. 
Rosenthal, representing the Chamber of Commerce of the United 
States. Mr. Rosenthal, please give your name and address and the 
capacity in which you appear for the benefit of the record. 

105 
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STATEMENT OF MORRIS S. ROSENTHAL, CHAMBER OF COMMERCE 
OF THE UNITED STATES 


Mr. Rosenruau. Mr. Chairman, my name is Morris 8. Rosenthal. 
I am president of Stein, Hall & Co., Inc., New York City. I am 
accompanied by Mr. Ben Makela, research assistant of the foreign 
commerce committee. 

The Cuarmman. You may proceed. 

Mr. Rosenruat. | appear before you today as a representative of 
the Chamber of Commerce of the United States to urge strongly 
approval of H. R. 1612, which would provide for renewal of the Trade 
Agreements Act. I am a member of the foreign commerce depart- 
ment committee and of the policy committee of the chamber. 

I attach a brief description of the Chamber of Commerce. 

The chamber in 1913 advocated, by referendum vote, the estab- 
lishment of a permanent Tariff Commission, and in 1921 supported 
the principle of adjustment of tariff rates by administrative authority, 
within the limits set by Congress. 

Our support of the Trade Agreements Act has been continuous and 
emphatic since 1933. On May 5, 1933, the National Chamber adopted 
a policy favoring action by our Government in initiating reciprocal 
trade agreements with foreign countries, where such bargaining would 
be clearly in the public interest, keeping in mind the need for assuring 
stabilitv in internal industry and agriculture through reasonable 
protection. This statement was reaflirmed by the chamber member- 
ship in 1934. 

The chamber, at the last annual meeting of its membership in May 
of 1950, renewed its support of the Trade Agreements Act. The 
members adopted this statement of policy: 

The policy of the Trade Agreements Act should be continued. This policy 
gives adequate authority for the Government, through its established agencies 
of negotiation and administration, to reach effective agreements for the reciprocal 
and selective adjustment of tariffs and other barriers to trade, including quota 
restrictions and other obstacles to the reasonable flow of goods and services. 

There should be appropriate safeguards in legislative provisions for ample 
public notice and open hearings, and clauses in the agreements providing, in case 
of unforeseen developments, for the modification or withdrawal of concessions, 
in order to prevent serious injury to domestic producers. Neither in the original 
form nor in practical application by reason of events that were not contemplated 
should agreements be permitted to cause destructive competition in American 
agriculture or industry. 

The policy which I have just read to you has been in force, in its 
present form, since 1943, when it was adopted by vote of the member- 
ship. Under chamber bylaws this policy had to be considered for 
renewal in 1946. At that time it was submitted to the membership 
by referendum. The vote was overwhelmingly in favor of continued 
support. 

Prior to renewal of the policy last year, the entire question of trade 
agreements Was again examined thoroughly. A specia! subcommittee 
of the foreign commerce department committee, which is composed 
of outstanding businessmen in the foreign trade field, recommended 
that the policy be continued. This recommendation was concurred 
in by the full committee, and then submitted to the board of directors 
of the National Chamber, who also approved. Afterward, it was 
studied by the policy committee. That group recommended that 
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the policy be renewed again without change, and this recommendation 
was approved unanimously at our annual meeting. 

I have gone into the question of Chamber policy at some length 
because [ think it important to emphasize that our continued support 
of the Trade Agreements Act is based on careful and mature considera- 
tion by businessmen representing diverse economic and geographical 
interests. 

Some of vou will recall that on May 5, 1948, Earl O. Shreve, then 
president of the Chamber of Commerce, appeared before a subcom- 
mittee of this committee to urge renewal of the Trade Agreements 
Act. In June of that year, Clem D. Johnston, a director of the 
National Chamber, took the same position before the Senate Finance 
Committee. At other times, statements urging renewal of the act 
have been filed by the National Chamber. 

Our support of the program is based on the firm conviction that 
true world peace cannot be attained without world prosperity, that 
world prosperity cannot be attained without expanded and unham- 
pered international trade, and that such trade cannot be attained 
without sincere and determined efforts on the part of all nations to 
reduce the barriers to world trade. 

The Trade Agreements Act enables this Nation, with others, to 
work for the reduction of tariffs and other barriers to trade. The 
program is not a panacea for all the ills besetting international trade. 
It will not, by itself, bring about world peace and prosperity. But, the 
program is the only logical mechanism of attacking the excessively 
high tariffs and the pernicious invisible barriers which operate so 
effectively to strangle trade. 

The National Chamber does not believe that all tariffs should be 
eliminated. We recognize the need for, and support, such tariffs as 
are necessary to provide adequate protection to American agriculture 
and industry and, also, where needed, for national security. We do 
not believe that all tariffs should be reduced to a specified equivalent 
ad valorem duty, for a high tariff on one item will not necessarily be 
restrictive, whereas a relatively low equivalent ad valorem duty on 
another may still be high enough effectively to preclude imports. 

By the policy which | have read to you, it is evident that the cham- 
ber membership recognizes the importance of having available at all 
times appropriate executive machinery for the prompt adjustment of 
tariffs through reciprocal negotiations, flexible enough to meet rapidly 
changing world economic conditions. At the same time, one of the 
fundamentals of the chamber’s position has been, very naturally, 
that the administrative machinery contain adequate safeguards for 
the protection of domestic industry and agriculture from destructive 
competition by foreign goods. The escape clause, established by 
Executive order, provides this protection. 

It seems logical to assume that the reduction of excessive tariffs, 
with the elimination of other restrictive barriers, will be an important 
step on the road to unhampered and expanding international trade. 
The Trade Agreements Act is, so far, the most realistic and practical 
method of attaining this type of world trade. 

Accepting, then, the premise that the Trade Agreements Act will, 
under normal conditions, permit private international trade to expand, 
the question to be answered is: “Do we want to encourage such 
trade?” 
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The answer is an unequivocal “Yes.” 

No nation, not even the United States, is self-sufficient. The hi “ 
standard of living which we enjoy in the United States would not 
possible without imports. It is true that our imports represent cole 
a small percentage, generally less than 5 percent, of national income. 
But without certain products which we must import, our national 
income, and our standard of living, would be much lower. Where 
would we be, for instance, without coffee, and sugar, and tungsten? 
We could get along, but at a much lower standard of living. In the 
manufacture of the automobile, which is certainly a typically American 
product, it is necessary to import close to 100 different items. 

Other nations, less richly endowed with natural resources and in- 
dustrial potentialities, are even more dependent than we on imports. 
Those nations, too, could get along without imports, but the results 
would be even more drastic than they would be for us. Artificial 
barriers to trade can be erected, as they have in the past, but out of 
those barriers will spring the poverty and want of a lowered standard 
of living, and it is in the grounds of that despair that the seeds of 
communism are sown. Economic isolationism cannot, in the long 
run, benefit any free country. 

Because the Trade Agreements Act will ‘help to expand international 
trade, by reducing the barriers, the Chamber of Commerce gives it 
its support. 

There is another factor which must be considered, a factor which 
can be evaluated in terms of black ink or red ink on the balance sheet. 
Increased trade means increased business for all segments of our 
economy. Almost every major industrial group does some export 
business, and in many cases the export market represents a fairly 
large percentage of the total business volume. Even if foreign sales 
represent only a small percentage of total sales, it may mean the 
difference between profit and loss. 

We should not make the mistake of believing that the size of the 
export market is important only to our manufacturing interests. 
Shipments of agricultural products and extracted raw materials have 
formed a large part of our total export market. 

There may have been some temporary disturbances in some lines of 
business as a result of adjustments necessary to meet altered conditions 
and there has probably been a greater degree of competition, short of 
permanent injury, from foreign goods due to reduced American tariffs. 
It is my opinion, and | think this is shared by many persons who have 
been intimately associated with the details of the program, that those 
who have complained about those things have been prompted more 
by apprehension as to possible future injury than by actual experience 
of destructive effects. I believe that instances in which actual 
injury have occurred, and which have been serious enough to warrant 
recourse to the established machinery for the correction of abuses, 
have been very few. 

On an historical basis, 60 percent or more of our imports come in 
duty free. Thus, no more than 40 percent of our total imports could 
possibly be affected. Actually, only a very much smaller percentage 
could now be reduced. In many cases, duties are now down to the 
limit which our negotiators feel is wise, and in other cases the duties 
have been reduced by the maximum permitted by our laws. Thus, 
the scope of further reduction of our own duties is limited. If we 
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do not now continue the act, there will be no possible chance of 
getting other countries to reduce their tariffs and eliminate other 
obstacles. 

Before closing, I would like to make a few remarks about whether 
the act should be continued during this period which has been so 
aptly termed the “dark gray period” of mobilization. There is, I 
am convinced, even more reason now to work for reciprocal trade 
agreements than there has been in the past. 

At the present time, or during a war, there will still be some private 
international trade, and it is important that every opportunity be 
afforded for it to continue. The Trade Agreements Act will help 
provide this opportunity. 

To discontinue this pregram now would be more than a repudiation 
of our previous policy. It would be a deliberate step which could 
have no other effect than to raise the present barriers to trade, and 
that, as we know, leads to economic isolationism, which leads to 
political and military isolationism. 

Addendum: The Chamber of Commerce of the United States is 
a national federation of 3,133 trade associations and local chambers of 
commerce, which, in turn, represent 1,350,000 individual businessmen. 
Because the chamber in membership and direct interests embraces 
‘every important activity in our economy, and, through its member- 
ship—small businesses as well as large—it presents the opinion of a 
cross section of our entire economy. Thus, it is that policies of the 
chamber do not represent the views of some special group or particular 
interest, but are drawn from the diverse interests of the country as a 
whole and are voted by its membership. This voting, incidentally, 
is so regulated that no geographic concentration of interests or eco- 
nomic concentration of power can override the broader interests of 
the entire membership. 

Since the Chamber of Commerce is a democratic organization, and 
since its membership encompasses the widest range of interests, the 
members retain every right to express themselves as individuals. So, 
there may be some members who are in a minority disagreement, 
but the official attitude as approved at the annual meeting, favors the 
continuation of the Trade Agreements Act. 

Thank you, Mr. Chairman. 

The CHarrMAN. Does that include your statement, Mr. Rosen- 
thal? 

Mr. RosentHat. Yes, sir. 

The Cuarrman. I compliment you, Mr. Rosenthal, on your very 
splendid statement. I conclude from your remarks that you believe 
that the reciprocal trade policy embarked upon in 1934 and continued 
since is a wise policy; and that the act and the policy should be con- 
tinued, is that night? 

Mr. RosenrHa.. Yes, sir. 

Mr. Reep. Mr. Rosenthal, about how many members do you have 
in your organization? 

Mr. RosentHat. The Chamber of Commerce of the United States 
is a national federation of 3,133 trade associations and local chambers 
of commerce which, in turn, represent 1,350,000 individual 
businessmen. 

Mr. Reep. Are they all in favor of the trade agreements? 

Mr. Rosentuau. No, sir; I do not think all of them are. 
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Mr. Reep. Have you sent out a questionnaire to find out what 
number of this group are in favor of it? 

Mr. Rosentruau. The voting in the Chamber of Commerce is not 
by individual businessmen but by the three thousand-odd trade 
associations and local chambers of commerce that comprise its mem- 
bership. In 1946 when the last national referendum took place, the 
vote for the trade agreements program was somewhat in excess of 
2,400 in favor to 17 opposed. 

Mr. Reep. They are not all for it? 

Mr. Rosenruar. No, sir. We are a democratic organization, Mr. 
Reed, as is the Congress of the United States. 

Mr. Reep. I assumed that you were. Which means the most to 
your people as far as exports go, the ECA or the trade agreements? 

Mr. Rosenruat. | do not think that question has ever come up in 
that way. 

Mr. Reep. Well, it is coming up now in that way. 

Mr. Rosenruar. I do not quite understand what you mean, Mr. 
Reed. 

Mr. Reev. What percentage of your people who are interested in 
exports are getting greater benefits from the ECA than from the trade 
agreements? 

Mr. Rosenruan. I could not answer that question, Mr. Reed. I 
just do not know that. 

Mr. Reep. Do you believe that the $38,000,000,000 in United 
States aid to foreign countries since the close of the war has had any 
stimulating effect on exports? 

Mr. Rosenruar. Undoubtedly. The Chamber of Commerce went 
on record as being in favor of the ECA program. 

Mr. Reep. I should think they would be. The taxpayer pays the 
bill for the things that they ship abroad. That is what has built up 
your exports, not the trade agreements. 

Have you gone into the question of trade barriers and how many of 
the trade barriers have been removed as a result of the trade agree- 
ments? 

Mr. Rosenruav. I could not answer that in regard to detailed 
commodities but 1 know, from my over-all study, that a good many 
other countries have lowered their tariffs on different commodities 
that they import from the United States. 

Mr. Keep. I am afraid that 1 have to disagree with you there: I 
think the testimony will bear me out that there are more trade barriers 
today that there were before the trade agreements program went into 
effect. 

Mr. Rosenruar. I think the trade barriers that existed abroad 
were brought about by the lack of dollars with which to buy foreign 
goods. But I think that insofar as possible other countries of the 
world in the trade agreements negotiated both before the war and 
since have reduced tariff rates, 

Mr. Reep. What is the general run of barriers that you object to; 
what are they? 

Mr. Rosenruar. One of them is the fact that all countries of the 
world, including our own, have in their customs regulations so much 
red tape as to make importing difficult. I believe your committee 
will have before it a bill for the simplification of our own customs 
regulations. 
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Mr. Reep. What are the import quotas that are now imposed by 
various countries? 

Mr. Rosentuat. I do not know them in detail. I know that other 
countries impose them and I know that we, too, impose a number 
of import quotas. 

Mr. Reep. So we impose some barriers ourselves outside of the 
tariff, is that right? 

Mr. Rosenrnat. Yes, sir. 

Mr. Reep. What are they? 

Mr. Rosentuau. At the present time we have a quota of 800,000 
bushels of wheat; 4,000,000 pounds of wheat flour; some 14,000,000 
pounds of one grade of cotton and 45,000,000 pounds of another 
grade and 75,000,000 pounds of cotton less than three-quarters inch. 
We have quotas on milk, cream, butter, cheese, potatoes, walnuts, 
cigars, coconut oil, cordage, rice, tobacco. 

Mr. Reep. There is an embargo on tobacco seed, is there not? 

Mr. RosenrHau. Yes, sir. 

Mr. Reep. So we are one of the offending parties so far as quotas 
are concerned? 

Mr. Rosenruan. Yes, sir. 

Mr. Rerp. Because quotas are supposed to be one of the iniquitous 
practices. That means that we engage in setting up barriers where 
we think that not to impose them might adversely affect our economic 
interest; is that right? 

Mr. Rosenrua. Yes, sir. 

Mr. Reep. Are you familiar with the exchange clearing and com- 
pensation agreements that act as barriers? 

Mr. Rosenruar. To some extent. 

Mr. Keep. What countries are imposing those? 

Mr. Rosentruat. A good many countries of the wor!d: | cannot list 
them all. I do not think all of those regulations and barricrs to trade 
are helpful, Mr. Reed. 

Mr. Reep. | thought that the understanding was that through the 
trade agreements we were going to remove these trade barriers and 
were gomg greatly to expand our exports. 

Mr. Rosenruar. We are working toward removing trade barriers. 
As rapidly as the different countries of the world can bring their 
economies, Which were badly shattered by the war, back mto some 
degree of balance, that is what is being done. I do not think that is 
something that can be done overnight. That will be a long-time work 
for all countries of the world. A good many countries of the world had 
their productive facilities destroyed in the war; they had their agricul- 
tural production destroyed; they had their homes destroyed. Until 
those countries can restore their economies so that their people have 
the necessities of life, it will be difficult for them to eliminate all of the 
barriers as we would like to see them eliminated. 

Mr. Rerep. We have been working for 16 years to eliminate those 
barriers. We have sent billions of dollars, in one form or another, 
into those countries. We have rehabilitated some of the industries 
of France, for instance, which are now manufacturing supplies that 
they are sending to Russia and to Red China. There cannot be any 
dispute about that. That is a matter of record. 

I want to discuss some of these trade barriers. Are you familiar 
with the raising of consular import and other administrative fees? 
Is that a barrier? 





112 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Mr. Rosentuat, Yes, sir. 

Mr. Reep. How many of those have been removed by the trade 
agreements? 

Mr. Rosentuat. I do not know, but that is something also that 
I would hope we would work toward removing. 

Mr. Resp. Why, after 16 years, should we have more trade barriers 
if the objective of the program is to remove them? 

Mr. Rosenruav. It was my impression, Mr. Reed, that before the 
war progress was being made to lessen trade barriers. I think the 
dislocations brought on by the war have made it impossible to make the 
degree of progress that we could have expected had there been no war. 
But I do not think that invalidates the trade agreements program as a 
sound method for working toward the elimination of trade barriers, 
even if we do not make the rate of progress that we would like. 

Mr. Reep. How long do you think we ought to continue to sub- 
sidize them through the ECA, when our own debt is increasing and the 
tax burden is becoming unbearable to our people? How long do you 
think we should keep that up so that your people may have the benefit 
of exports? 

Mr. Rosenrnat. I do not think the two necessarily tie together. I 
think the need of extending the ECA is an entirely different problem 
from that which we attempt to handle through the trade agreements 
program. 

Mr. Reep. When the ECA program is eliminated, how are you 
going to get the exports that you are now getting through that pro- 
gram? 

Mr. Rosenrua. I am not sure that we will be able to continue our 
exports at the same high rate without the ECA assistance, but on the 
other hand, unless our imports develop and grow, our exports will be 
curtailed even more than would otherwise be the case. 

Mr. Reep. If they are curtailed so that money of our taxpayers is 
not being taken to supply the goods which your people export, we 
might then return to the system of furnishing war materials to warring 
countries, if they have wars over there, as we did with Japan. When 
they saw that they could not keep up their exports, they got into a 
huddle—the State Department and the Commerce Department—and 
said, “Here, we have got to meet this situation, so we will just supply 
these countries that are warring with each other with war materials.” 

There could not have been a war in the Pacific, and there would 
not have been a dead boy in the Pacific if it had not been for that 
policy of furnishing Japan with enough to build up her navy, her 
army, and her air force, those 100 planes that struck Pearl Harbor. 

Do you believe that is the way to build up exports? 

Mr. Rosentuar. No; I do not believe that is the way to build up 
exports. 

Mr. Reep. We did the same thing for Mussolini, so he could 
murder the Ethiopians. We furnished him witb the ammunition. 
A few days before the war, the ship that I was on going across, was 
loaded with copper for Germany. And we are right now exporting 
the very materials we might need for war. 

Your group is interested in exports, but is it not true that 90 
percent of everything that we produce is sold in our market? 

Mr. Rosentuat. Over all; yes. But that will vary from industry 
to industry. Some industries export more than 10 percent of their 
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production and some less. But may I say that what we export in 
the way of some of those commodities to which you refer that are 
used in war, it seems to me, represent a totally different problem. 
I do not think that any member of the chamber of commerce would 
wish to have his exports predicated on sales and profits out of goods 
which could be used against the American people afterward in a war. 
I think regulations for the proper control of exports for the protection 
of our national security would be welcomed by every businessman in 
the United States. I do not think that has a direct relationship to 
what we do under the Trade Agreements Act. 

Mr. Reep. How many of the members of your organization are 
interested in the furnishing of war materials? 

Mr. Rosenruat. I should imagine, in one form or another, that a 
good many of them manufacture products that would be used in one 
way or another for national defense. 

Mr. Reep. And they would be exported? 

Mr. Rosenruau. Yes. But on the other hand, as I said before, I 
think that our members think first of national security and certainly 
would approve valid export controls which would make it impossible 
for goods to be shipped out that would be used against us in any detri- 
mental way. I do not think that enters into the trade agreements 
problem. 

Mr. Reep. That is what the trade agreements are supposed to do, to 
remove all of these barriers and to increase exports. Then when we 
got into a tight spot and we did not have an ECA that would furnish 
your members an opportunity to ship goods abroad, we had to give 
them a chance to ship war materials to these countries. The claim 
has been made that trade agreements would keep us out of war. We 
had the worst war we ever had after the trade agreements program 
was started. That is all, Mr. Chairman. 

Mr. Jenkins. 1 was very much interested, Mr. Rosenthal, in 
your last statement with reference to the policy of vour great organiza- 
tion, which was to the effect that they would be patriotic in every 
instance. | have no doubt about that. On the other hand, your 
organization is an organization of the big industries of the nation, 
is it not? 

Mr. Rosenruav. | am sorry, Mr. Jenkins; no. I think our organi- 
zatior embraces big as well as little businesses, when you consider 
that the individual business members of the chamber of commerce 
are something over 1,300,000. That means that while there are many 
big firms, there are a great many small business firms as well. I 
think it is probably the most representative cross-section of American 
business of any organization in the United States. And to me that is 
one of the most salutary features of my membership in the chamber. 

Mr. Jenkins. Let us carry that a little further. If that is true, why 
cannot your organization be in favor of the establishment of the 
peril-point provision. Why would not your individual member 
be in favor of the peril-point provision which would be in the interest 
of his own country? 

Mr. Rosenruar. When I testified before vour committee 2 years 
ago, the peril-point matter came up. I do not think that is a matter 
of patriotism, Mr. Jenkins. The chamber has taken a position in the 
past against the peril point because we do not think that it makes for 
sound administration. It is not a question of patriotism. | do not 
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think that the peril point makes for sound Government administration 
and for that reason we oppose it. 

Mr. Jenkins. I know, but the peril point would not be of much 
benefit, perhaps, to the big fellows who have the foreign markets, but 
it is primarily for the benefit of the little fellows that have to fight 
imports. In that connection, let me ask you this. In your dis- 
cussions, and whenever you have reached your conclusions and then 
came up here to announce them, did you give the pottery people and 
the glass people and the watch people a chance to come before you 
and present their views? 

Mr. Rosenruar. Our committee consists of a fairly broad repre- 
sentation of foreign trade interests. The local chambers of commerce, 
which have members from all industries, have occasionally com- 
municated with us as to their views. 

Mr. Jenxtns. Here is what I want to know. I know that you are 
a great organization and you do not have time, perhaps, in your 
programs and in your agendas, to give these little fellows a chance to 
make known their views. But you make a great pronouncement and 
say that your great organization has spoken. You say in your own 
paper that the number of instances where actual injuries have occurred 
are very few. You dismiss all these little fellows who compalin, in 
that statement. You think they are very few. Now, here is what 
I am coming to. 

Your organization is a great organization. I am for it in its field. 
I would like to see it continued and be great. But it is the big things 
that crush the little things. It is the big truck that runs down the 
little fellow in the road. If that is true of your organization, I want 
to know it. I do not want to hurt your great organization in any way 
but at the same time I feel that my responsibility to my own people 
in my own district is to see that they are not crushed by this program 
that you are advocating. I want to know whether you have given 
these people actual consideration in arriving at your conclusions, 

Mr. Rosenruat. In the first place, I would like to repeat that when 
it was submitted to a national referendum of all the members the vote 
was 2,400 in favor of the Trade Agreements Act and only 17 opposed. 
In our deliberations I do not think that we have analyzed each indi- 
vidual company in each individual industry. But I do not think that 
the peril point will give any greater protection to any individual 
industry or manufacturer than he now has under the mechanism that 
is presently used in the act. 

Mr. Jenkins. Of course, you would be sincere enough and honest 
enough to admit that there are many people who think the peril point 
amendment would do some good to these people who are in peril? 

Mr. Rosentuat. Yes, sir. 

Mr. Jenkins. And that is the reason they advocate it, because they 
feel that there is a point that can be fixed beyond which it would be 
perilous to go. Of course, the big automobile manufacturer does not 
suffer, because the peril point has never been reached in his business. 
But I am talking about these little fellows, and I know of several of 
them that were big and more or less majestic in their proud days but 
they have been humbled and they attribute their trouble to these trade 
agreements. What am I to do except to present their case to you and 
see whether or not their complaint is just, and where they fit into the 
picture? 
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Mr. Rosentuav. Mr. Jenkins, I have read the testimony before 
your committee and the Senate Finance Committee over several years. 
It is true that a good many people feel that they might be hurt. I 
have not seen testimony, however, indicating actual injury. I do not 
think, furthermore, that the peril point will give any protection that 
they do not now have under the mechanism provided, whereby the 
Committee on Reciprocity Information has public hearings before 
which any businessman may make an appearance and state his case. 
It seems to me that the studies that we make now under the present 
mechanism are extremely thorough and afford everyone an opportu- 
nity. 1 do not think the peril point will add anything to that and I 
think it will make for less sound administration than we now have. 

Mr. Jenkins. You state in your paper that the scope of further 
reduction of our own duties is limited. You do not go so far as to 
sav that you advocate further reduction, do you? 

Mr. Rosenruau. Beyond the scope of the current act? 

Mr. Jenkins. Yes. 

Mr. Rosenruat. No, sir. 

Mr. Jenkins. If during the course of 16 years a reduction policy 
was good, it would seem that it would be wise to reduce it further at 
this time. But you say that you do not want any further reduction? 

Mr. Rosenruar. At the present time we are advocating the 
extension of the act. The executive branch of the Government 
feels that it can make progress and do a decent job under that act and 
I am inclined to agree. There might come a time later when that 
would have to be a subject for discussion. But that would have to 
be based on far more data than I have today. I would want to study 
a great many more figures. At the present time I believe that the 
act as it now reads is adequate. 

Mr. Jenkins. | am inclined to think, under the circumstance that 
nothing has happened in the last 15 vears, other than the desire to 
reduce tariffs; that the demand for the continuation of the present 
law is because those who favor the program are afraid to open it up. 

Mr. Rosentraar. There was a change, I believe, in 1945, Mr. 
Jenkins, when in the act they were providing for increasing or lowering 
tariffs 50 percent of what they were on January 1, 1945. There was a 
change in the act in that regard, since it was first passed, if my 
memory serves me correctly. 

Mr. Jenkins. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson. 

Mr. Stmpson. Mr. Rosenthal, is it your position that you represent 
the opinions of the chambers of commerce of the United States at 
the current time? 

Mr. Rosenruar. At the current time I represent the opinions to 
the extent that. the resolution which I read was adopted at the last 
annual meeting of the chamber, which was held late in April and early 
May of last year; yes. That does not mean complete unanimity. 

Mr. Simpson. But you had a survey by votes that came in 1946? 

Mr. Rosentaat. In 1946. 

Mr. Simpson. And what was that vote? 

Mr. RosentHat. Something over 2,400 to 17, as I recall it. 

Mr. Stmpson. That is almost a unanimous agreement? 

Mr. Rosentuat. Yes. 

Mr. Simpson. Of the chambers of commerce. 
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Mr. Rosentrua. There were a few hundred chambers that did not 
vote, but it was very substantial. 

Mr. Stmpson. It is so one-sided that I cannot understand it. 
Then, you have a special subcommittee of the Foreign Commerce 
Department Committee which reviews the policies prior to last year; 
is that correct? 

Mr. Rosentuat. Yes. 

Mr. Simpson. And who is on that committee? 

Mr. RosentrHa. On the subcommittee? 

Mr. Simpson. Yes. 

Mr. RosentrHa. On the subcommittee is Robert W. French, dean 
of the College of Commerce and Business Administration of Tulane 
University. 

Harry C. Hawkins, at that time, was professor of international 
relations of Tufts College. 

Frederick G. Singer, Di de Nemours Co. 

William S. Swingle, executive vice president at that time, and now 
president of International Foreign Trade Council. 

J.B. Thomas, vice president of the International Edition of Reader’s 
Digest. 

*. F. Wallace, chairman of the board, Wessel-Duval & Co. 

Mr. Simpson. They are exporters? 

Mr. Rosentuau. They are exporters and importers. 

And I would also add my name as a member of that subcommittee. 
Now after that their report was submitted to the Foreign Commerce 
Department Committee. 

Mr. Stmpson. Is there anyone on it who is not engaged in foreign 
trade as the principal part of his business or who is not a professor 
engaged in tvaching or might rather be classed as international trad- 
ers? 

Mr. Rosentuar. No; they were only minor interested in foreign 
trade. 

Mr. Simpson. Is there anyone in your group who represents the 
chambers of commerce, that might be found in the States of Pennsyl- 
vania or Ohio, that is, the average chambers of commerce? 

Mr. Rosenruau. I would be glad to submit for the record a list of 
the entire membership. 

Mr. Simpson. I would be happy to have that, but is that not 
actually what might be called a loaded committee? 

Mr. Rosenruar. No; I do not think so. 

Mr. Simpson. Is there on it anyone that represents the men who 
do not believe in the reciprocal trade agreements program? 

Mr. Rosentuat. Mr. Singer does not. 

Mr. Simpson. Mr. Singer? 

Mr. Rosentuau. Yes. 

Mr. Simpson. That is, they have got representatives of the smaller 
chambers of commerce, the rural chambers of commerce? 

Mr. Rosenruat. I think so. 

Mr. Stmpson. It is still loaded, as I see it. 

Mr. Rosenraac. I do not think it is a loaded committee. I think 
it is a committee composed of people who are willing to devote their 
time and have an interest in the public demand sufficient to make a 
study of such questions, and I think are aware of the problems of 
America as well as American foreign trade. 
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Mr. Simpson. What is your business? 

Mr. Rosentuau. Our company is an importer of raw materials from 
different parts of the world; and we are also manufacturers of vege- 
table and adhesive dextrins. 

Mr. Simpson. What is the name of your company? 

Mr. Rosentuau. The Stein, Hall & Co. 

Mr. Simpson. You still tell the committee that in your opinion 
\/hat you say represents the opinions of the chambers of commerce 
of the United States? 

Mr. Rosenruar. Yes. 

Mr. Simpson. A great majority of them? 

Mr. Rosentuar. Yes, because I think you must bear in mind there 
are some from the Foreign Commerce Department on the board of 
directors, and this resolution was submitted to the annual meeting of 
the chamber with other policies, joined in by all members who came 
from all over the country. I think there were some 2,000 men in 
attendance at that meeting and who voted for it. 

Mr. Stmpson. And who was the chairman? 

Mr. Rosentuar. Mr. Richard R. Bowdich(?). 

Mr. Stimpson. What is his business? 

Mr. Rosentuat. I believe it is called merchant and steamship 
operator. 

Mr. Simpson. How was this over-all committee named, or if they 
were elected or appointed, if so, by whom? 

Mr. Rosentuat. I believe they were chosen by the president of 
the chamber, with recommendations made by the chamber policy 
committee under the directions of the chamber. 

Mr. Simpson. Now on page 6 of your statement you refer to the 
reasons for this request for a 3-year extension. Would you mind 
repeating them for me? Why do you think this extension should be 
granted for 3 years? 

Mr. RosentTHa. It seems to me, Mr. Simpson, speaking person- 
ally, that over the 17 years that we have had this policy, by and large 
it has worked out well. 

I do not think that statistically speaking we can prove the extent 
to which it has helped American foreign trade, but I think it is a 
sound policy; it is working in that direction. I do not think that 
American industry, by its own record, has been hurt during that 
period and I think the record on this justifies the extension for a 
period of 3 years, and that it should not come up for renewal in a 
period less than 3 years, so that the executive branch of the Govern- 
ment will have an opportunity to work out the principles in the policy 
for 3 years. 

There are some who believe that it should be extended for even a 
longer period. It becomes so integrated as a part of our foreign 
economic policy that some think that it should go even beyond that. 

But on the other hand we believe that the agreement has worked 
out well, and if it has worked out well we believe that it should be 
considered by the Congress, and studied by the Congress at 3-year 
intervals. 

As to whether it should be 3 or 4 years is a mooted question, but 
I do not think there should be a shorter period of time than 3 years, 
or to have each year the executive branch of the Government to come 
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in for a review; I think it would hamper rather than benefit the opera- 
tion of the program. 

Mr. Simpson. Is it your opinion there will be further negotiations 
in the next several years resulting in sharper cuts and adjustments? 

Mr. Rosenruau. Where it would be to the benefit of our national 
economy, that would be my opinion. If it were to the detriment of 
our national economy I would not be in favor of it. 

Mr. Simpson. Should there be further need in the future there 
should be consideration of it? 

Mr. Rosenruau. Yes; if it were found that the elimination of 
trade barriers would be helpful to our national economy. 

Mr. Stmpson. So you and Mr. Acheson do not agree on that? 
He does not contemplate having any cuts during the next 3 years. 
You are willing to let it ride along in the hope, I believe it has been 
expressed, that they can get things adjusted if they find it works out? 

Mr. Rosenruat. I am perfectly willing to leave it to them— 

Mr. Simpson (interposing). You go along with Mr. Acheson? 

Mr. Rosenthal. May I use my own words. 

Mr. Simpson. Certainly. 

Mr. Rosenruau. I am willing to leave it to the executive agencies 
of the Government who are charged with the responsibility of carrying 
out this program to do what in their judgment is best for the welfare 
of the American people. That is in part the Department of State, 
but there are other agencies of the Government that are also involved 
in that. 

Mr. Stimpson. There is another point in here referring to there being 
ample protection, what you consider sufficient protection for the 
American businessman if he is aggrieved. To what does that refer? 

Mr. Rosentuav. In the first place, I refer to the method by which 
the hearings are conducted by the Committee on Research and 
Information as a result of studies made by the different agencies of 
the Government that are concerned with the program; by the skill 
of our negotiators in conducting their negotiations and their under- 
standing of the American economy and its needs. 

And, second, to the escape clause. 

Mr. Simpson. There have been those who probably have suffered 
on account of the effects of the trade agreements during the past 2 
years? 

Mr. Rosentuan. There have been those who have sought relief 
under the escape provision of the trade agreement. 

Mr. Simpson. Did they get any relief? 

Mr. RosenrHar. In most cases—— 

Mr. Simpson. In every case? 

Mr. Rosentrua. Their petitions were dismissed if in the judgment 
of the executive branch there was no cause for action. 

Mr. Simpson. Did they get any relief? 

Mr. Rosentuat. | beg your pardon? 

Mr. Simpson. Did they get any relief? 

Mr. Rosentuar. No. 

Mr. Simpson. Why? 

Mr. Rosenruau. It was not considered necessary. 

Mr. Simpson. By whom? 

Mr..Rosenruat. In that case by the Tariff Commission. 
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Mr. Simpson. That is right. Now what about the businessman 
himself, the members of the chambers of commerce whom you repre- 
sent? Who is best able to judge what is best for the man in the 
pottery business or in the watch business, Mr. Acheson or the man 
who is actually in business? 

Mr. Rosentuau. In the final analysis I think it is necessary that 
the Congress of the United States and the executive branch of the 
Government to think primarily in terms of what is good for the 
American economy as a whole, not just the businessman alone. 
Naturally every individual businessman must seek to protect his own 
business, and naturally every individual businessman must look out 
for his own business, but that does not necessarily mean the best 
welfare of our national economy, so it has to be left to someone to 
decide. 

Mr. Simpson. Are you not here thinking of the protection of your 
own business? 

Mr. Rosentua. No. 

Mr. Stimpson. Are you an exporter? 

Mr. Rosenruac. | am largely an importer. 

Mr. Simpson. But you stand for foreign trade——— 

Mr. Rosenrnar (continuing). But I am not here today in the 
protection of my own business. 

Mr. Simpson. You are not? 

Mr. Rosenruar. No. 

Mr. Simpson. What is your job; to condemn those who oppose it? 

Mr. Rosenruat. No. Our company imports raw materials, which 
arrive free of duty, or have a small duty, so that I do not have a 
personal status in this argument. I do not have such a status. | 
have the status of one, as the businessman, whose welfare is dependent 
upon the welfare of our whole economy. 

Mr. Simpson. I know, but you are one of those who condemns 
the manufacturer of watches, the manufacturer of pottery who comes 
in and seeks protection for his own business, who from his own knowl- 
edge says that his business has suffered, and yet you come in and say, 
as | understand, that it would be a help to his business. 

Mr. Rosenruar. No. 1am not here to condemn the businessman 
himself. 1 certainly think he has a perfect right to protect his own 
business, and I feel that he has that right and if he is not protecting his 
own business I do not think that is proper. I think, however, that the 
basic problem, Mr. Simpson, is what is the best interest for the welfare 
of our country as a whole; the greatest national production in the 
United States. 

Mr. Simpson. You are willing to concede, if it is necessary, to com- 
pletely shut down some business in the United States in order to 
accomplish the over-all good, and you are willing that the State 
Department should determine whether a particular business should be 
eliminated? 

Mr. Rosrenruar. To answer the first part of your question, the 
answer would be “Yes;’”’ and——— 

Mr. Simpson (interposing). And you are willing that certain 
businesses should be completely closed up, if in the judgment of the 
State Deparitment—— 

Mr. RosenvrHan (interposing). No. 
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Mr. Simpson (continuing). And the Congress 

Mr. RosenrHat (interposing). Let me say it is not as simple as 
that, Mr. Simpson. 

Over the years of our Republic there have been a great many 
technological changes in industry where some business went out and a 
new business came into being. 

Now it is conceivable to me that in the course of achieving the best 
results for our national economy, that some large business might be 
adversely affected. That is possible, just as the increase of tariff 
rates benefit certain businesses. 

I am not, however, leaving that to the State Department alone to 
decide. You have a combination, in the first place, of an act of 
Congress which has limited the reduction in rates in 1950 to what they 
were in 1945, thereby placing a very definite limitation on what the 
executive branch of the Government may do. 

Secondly, the executive branch of the Government in this instance 
is not only the Department of State but it consists of a number of other 
agencies working with the Department of State in attempting to 
arrive at the best possible balances. 

Mr. Simpson. That is right, but you are asking for the extension of 
law which affects others by what they have decided. You are asking 
for the approval of a policy which will lead to the conclusion certainly 
that some business will be eliminated. 

Mr. Rosenruar. | do not think that any industry or business has 
been eliminated in the 17 years that this act has been in existence, 
Mr. Simpson. 

Mr. Simpson. Well, certainly they have suffered, as indicated by 
their appearing and requesting relief. 

Mr. Rosenruau. They may have suffered. 

Mr. Simpson. And the State Department thinks they have not suf- 
fered sufficiently, and say ‘‘go back and suffer some more,” and your 
conclusion is if they do not suffer enough they will not be eliminated? 

Mr. Rosenruau. I think they have expressed the fear of suffering 
rather than have indicated that they have actually suffered. And 
I do not know that the State Department has ever said that they 
have not suffered enough. 

Mr. Stmpson. Do you believe in free trade? 

Mr. Rosenruau. No, I do not. 

Mr. Simpson. Do you think it would be good for your own trade 
practice? 

Mr. Rosenrnat. I will answer it this way, Mr. Simpson: It may 
be best for the American economy, and if the executive branch of the 
Government were to decide that the national economy were to be 
benefited if the tariff were reduced I might not like it, and even 
though it might be a tragedy to me if I had to change the character 
of my business, to some extent, if it were best for the national economy 
I would regard that as more important. 

Mr. Simpson. You would be willing to accept it, as far as the State 
Department’s decision is concerned? 

Mr. Rosentuau. I might not enjoy it. 

Mr. Simpson. But you would be willing to take it. But you cer- 
tainly should not complain if somebody else comes in and does not 
agree with Mr. Acheson, should you? 
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Mr. Rosenrnat. I think he should; I think he is bound to present 
his case, and I think he should come before the committee and present 
information to make out the strongest case he can. If he did not I 
think he would be derelict in his duty. 

Mr. Simpson. Then you are in agreement that the man has a right 
to make out a strong case? 

Mr. Rosenruar. Certainly. 

Mr. Simpson. In the interest of his own business. You agree that a 
man ought to present a strong case in his application, if he is aggrieved, 
and yet in only one instance ‘has there been any relief granted? 

Mr. RosenrHavt. Somebody has to be the arbitrator of those 
things, just as Congress itself must decide by a majority vote what is 
good for the American people as a whole, in many situations, Mr. 
Simpson. 

Mr. Simpson. I think you do represent a very powerful part of the 
chambers of commerce, but 1 do not think by any means that you 
represent the chambers of commerce in the rural parts of the country, 
Pennsylvania, and so far as I know Ohio, or any other part. 

There are two members of the committee whose constituency cer- 
tainly believe they are not benefited. That is what I am interested in. 

Mr. Rosentuat. Well, they should be. They have a right and 
they should I think present their own case. But in the final analysis, 
Mr. Simpson, as a democratic organization, we do adopt our own pol- 
icy by a majority vote, and in this case it was a substantial majority. 
I think that is true of a great many policies. 1 know that is true in 
our Own organization. 

Mr. Simpson. You are not just speaking as an individual, but as the 
organization? 

Mr. Rosenrnar. Not as an individual, but for the group, as evi- 
denced by the acceptance of the committee’s proposal. 

Mr. Simpson. That is all. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I notice you used the word “‘policy’”’ 10 times on the 
first 2 pages of your statement, and on that word you hang your 
thesis. 

Now the policy of reciprocal trade agreement, or the objective of 
the reciprocal trade agreement, let us ac knowledge i is good; let us even 
say it is good, but does that mean that the results of the reciprocal 
trade agreement must also be good? 

In the final analysis, it seems to me, that is what is involved in this 
argument. 

We are taking a look at a mirage and we are saying that it is a 
mighty fine thing, because it will help us in our economy. But that 
mirage, so far, according to the facts in the case, has not helped us 
any, as many people are complaining about. 

if we should take an organization of say 3,000 members and submit 
a questionnaire to them in which we ask: Do you approve of dis- 
honesty in business, why, we would get 2,400 answers saying “No,” 
and maybe 17 saying “Yes.” 

If I should submit a questionnaire to those 3,000 members saying 
“Do vou believe in sin,” they would all say “No’’, of course. 

If 1 should submit to those members this beautiful mirage, this 
objective of the reciprocal trade agreement and say ‘‘Do you approve 
of it,” why, of course, they would say, 2,400 to 17, that they do. 
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But does that mean that they think as a whole it is good, that the 
results prove that it is good? 

That is my reaction to this whole thing. I think from the stand- 
point of the pottery industry or the glass industry or the textile 
industry or the watch industry or several other industries, of which we 
have instance after instance here, it is not good, but that it has cut 
down their business 40 to 50 percent; many of them say that their 
production has been cut down that much as a result of the reciprocal 
trade agreement. And Congressman Bailey will testify here and 
give us the facts, and cite instances, if it is necessary, that that has 
been the result of the reciprocal trade agreement. 

Now we have got to judge by results and not by suppositions. 

That is all | have to say, Mr. Chairman. 

The Cuatrrman. Are there any further questions of Mr. Rosenthal? 
If not, we thank you very much for your statement. 

Mr. Resp. I just want to ask one or two further questions. 

The Cuarrman. Yes, Mr. Reed. 

Mr. Rexep. | believe you said you are president of the Stein-Hall 
Co.? 

Mr. Rosenruau. Yes. 

Mr. Reep. And you produce vegetable glue and dextrin? 

Mr Rosenruar. Yes. 

Mr. Reep. Is that duty-free? 

Mr. Rosenruan. There is a duty on dextrin of 1.25 cents per pound. 

Mr. Reep. Would you be in favor of changing that; do you have any 
objection to making that duty-free? 

Mr. Rosenruar. I do not happen to handle that part of the busi- 
ness, but I do not think that is the answer to the question, Mr. Reed. 
On that particular product, from time to time, We import some ma- 
terials, and it may be this is a different kind of dextrin, but I do not 
think that is the answer to the problem, which is that we have a branch 
of the Government here to decide what is for the best benefit of the 
country as a whole. 

The duty on potato dextrose which I believe was reduced in the 
trade agreement, and the duties were to be further reduced, because 
of the benefits to the American economy, and my own-company may 
not like it, but we would have to live under it and do business under 
that kind of an approach. 

Mr. Resp. If you found that the reduction was causing you to have 
to reduce your own payroll would you still be in favor of it? 

Mr. Rosenrua. If as a result of letting my payroll go, if all my 
payroll, it might find jobs elsewher, with the result of the increase 
in the over-all employment in the American economy, the answer 
would be yes, and ] might have to go into some other line of business, 
and | ea I be hs appy to do that, because the whole ec onomy would be 
increased, and that is why I would be able to do it. 

Mr. Reup. Even though it meant that all of the men were out of 
employment, with the result that their school children would be 
penalized? ; 

Mr. Rosenruar. That is not quite fair. 

Mr. Rerp. Because they have been forced to move? 

Mr. Rosenruar. That is not quite fair. 

Mr. Reep. You would not be worried about that? 
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Mr. Rosenrua. I certainly would worry about it myself and I 
would do everything I could to protect my own business to achieve 
employment. But if the employment is furnished people in other 
lines and benefits resulted from that shift, then 1 should go along. 

We have had these technological changes in industry since the 
inception of our Republic, and that does cause a certain amount of 
discomfort, perhaps, even more than discomfort, to people who have 
to seek other jobs. But when you think in terms of the greatest 
interest to the people in the United States, to the greatest number of 
people to be employed, that is the problem; the purpose is to achieve 
the maximum of production and the maximum of employment for our 
people, to supply them the opportunity to earn a living, and the dis- 
location of industry that will come about in many, many instances 
comes about more from technological changes than will ever come 
about from the reciprocal trade agreements. 

Mr. Reep. You referred to New England. That has been touched 
on here by very distinguished men, but in New England there are still 
a great many factories and industries that keep their payroll going. 

Mr. Rosenruar. Certainly. 

Mr. Rexp. And their payrolls are still going. 

Mr. Rosentrnar. Yes. 

Mr. Rexp. Do you think that we should transfer that by moving 
them to some other place? 

Mr. Rosenruar. | am not suggesting that they be disrupted at all. 

May I suggest that the chief reason why New England textile 
industry moved from New England to the South, and why New 
England has kept up her payroll, is because the New England industries 
have engaged in a great many diversified activities. 

l am suggesting that through the increase in foreign trade, both 
export and import, we are going to keep up our American payrolls at 
a very, very high level. That is what I am suggesting, and that is my 
objective. 

Mr. Reep. Mr. Chairman, I would like at this point in the record 
to introduce a table showing the trade of the United States, 1940-49 
and January—November 1950. 

The CuatrmMan. Without objection it will be made a part of the 
record, 

(The table referred to follows :) 

Trad of the United States, 1946 49 and January November 1950 
[Value in thousands i. e., 000 omitted] 
United States imports for consumption |United States 
exports of 


domestic 
Free of duty Dutiable | Total merchandise ! 


1946 2 O7, OS $1, 804, 441 $4, 792, 110 $9, 500, 184 
1947 2 3, 431, 67 2, 211, 674 5, 645, 345 14, 252, 285 
1948 3 . 174, 05 2, 917, 693 7, O01, 744 12, 532, 093 
1949 2 3, S86, 25 2, 711, 804 } 11, 926, 837 
1950 (January-November) ? , o21, 055 3, 554, O70 7, %, 09S, S90 


Prior to January 1948, export figures do not include shipments under the Department of the Army 
civilian supply program 
2 Preliminary. 


Source: Compiled from official statistics of the U. 8. Department of Commer 
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Mr. Reep. I would also like to introduce in the record a table 
showing the average ad valorem rates of duty on imports into the 
United States, by years, under the specified tariff acts. 

The Crairman. Without objection it will be made a part of the 
record, 

(The table referred to follows: ) 


Average ad valorem rates of duty on imports into the United States, by years, under 
specified tariff acts 


(There are 2 fundamental difficulties in measuring average rates of duty under different tariff ac 
use of statisties of imports: (a) The change in the character and quantit 
year to year, and still more from decade to degade; (5) the change in the 
the prices of single major commodities. Unles¢ due regard is given to these 
different years are likely to be misleading] 


ts by the 
y of the articles imported from 
general price level and even in 
changes, comparisons between 


[Value in thousands, i e., 000 omitted] 


Imports for consumption 






Equivalent 
ad valorem 


Fiscal years 1910-18; calendar 


rates 
Per- 
year 1919 and succeeding years Per- js t Duties — 
Free cent Dutiabk . Total a . 
duti- collected . 
free able Free 
rf ue 


Duti- and 
able duti- 













able 
Payne-Aldrich law (effective Aug Per- | Per- 
6, 1909 cent cent 
lylo $761,353) 49.2 $785,756 50 S $1,547,109 $326,562) 41 6 21.1 
lvl! ‘ ° 776,964 50.8 70,981 49.2 1,527. 945 309,966 41.3 20.3 
1912 SSI,513° 53.7 750,210) 46.3 1, 640. 723 304.899 40.2 18 & 
1913 986,972) 55.9 779,717) 44.1 1, 766. 680 312,510 40.10 «17.7 
Annual average, Payne-Ald- 
rich law 851,701) 52.6 768,916 47.4 1,620,617 313,484 40.8 19 
Underwood law effective Oct 4, 
1913 

1914 1 4 74,008 396 1, 906, 400 37.6 149 

115 1 62.7 615,523 37.3) 1, 648, 36 33.4 2 
1v16 l, 68.6 653.153 31.4 2.179, 085 30.7 96 
lvl? l, 60.5 S14,689 30.5 2, 667, 220 27.2 &. 3 
LOIS 2, 73.9 747,339 26.1 2.864. 804 24.2 6.3 
1918 (July-December) l, 79.1 303,079 20.9 1, 452, 961 24.4 5.1 
1919 ; 2, 70.8) 1,116,221) 29.2) 3° 827" 6x3 21.3) 6.2 
1v20 3, 61.1 1,985,865 38 0 5, 823 16.4 6.4 
1921 ! 1, 61.2 992,591 388 2 StU 29.4 11.4 
1922 1,888,240 61.4 1.185 533, 38.6 3,073. 773 3S. 1 14.7 





Annual average, Underwood 
law 1, 903. 26 


Fordney-MeCumber law ( fective 
Sept. 22, 1922) 
1923 


165,148 58. 0 


. 566,621 42.0 


4 1 3, 731, 769 566,664 36.2 15.2 

1924 2,118,168) 59.2) 1,456,943 40.8 3, 575,111 532,286 36.5 14.9 
1925 2, 708,828 64.9) 1. 467,390 35.1 4, 176, 218 551,814 37.6 13.2 
1926 2,908,107 660 1,499,969 34.0 4, 408, O76 500,045 39.3 13.4 
1927 2,680,059 64.4 1, 453 O31 35.6 4,163. 000 574,839 38.8 13.8 
1928 2,678,633 65.7 1,399, 304 34.3 4,077, 937 542,270 38.8 1332 
19290 2,880,128 66.4 1, 458. 444 33.6 4,338, 572 SS4.837 4.1 13.5 
1930 (Jan. 1-June 17) 1,102,107 64.6 603,891 35.4 1, 705, gos 209,357 44.6 15.8 

Annual average, Fordne y- 

MeCumber law P 2.565.490 63.8 1, 448. O80 36.2 4,023. 470 561,615 38.5 140 


' The Emergency Tariff Act be« ime effective on certain agricultur il products oa May 28, 1921, 


ind con- 
tinued in effect until S¢ pt. 22, 1922 
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Averrage ad valorem rates of duty on imports into the United States, by years under 
specified tariff acts— Continued 


[Value in thousands, i. e., 000 omitted] 


Imports for consumption 


Equivalent 
ad valorem 
Fiscal years 1910-18: calendar Per- rate 
years 1919 and succeeding years Per- cent Duties 
cent  Dutiable duti- ro collected 
free ible mmimrmim 
mmm 


Hawley-Smoo 
Is, 1000 

1930 (Jun S79, 69.5 $420,068 0.5 $1, 408, 079 
1931 7 6.6 606,762 33.4 2, O88, 455 
19322 5, 66.8 430, 557) 33.2) 1,325,093 
1933 M7) 681 529,466) 36.9) 1,433,013 
103543 1 60.6 644,842 39.4 1, 636, 008 
1935 . 205, 987 832,918; 40.9 2, 038,' 
1936 34, | 039, O40 42.0 
1937 765, 244,604 41.4 
1938 2, 7%, 928) 30.3 
1439 , 397, 2 878,819 3S 2, 276, O49 
1940 , ts, 891, 601 35 2, 540, 656 
1941 2, 050, . 191,035) 37 3, 221, 054 
1942 767, 502 001, 698 36 2, 760, 285 
1943 92, > 197,249 35.: 3, 389, O51 
lud4 ‘ 3 j 169,504 30.5 3, 877, 895 
1945 737, 7%! 33 . O86, O17 
1946 * 5 ; 441 0. 5 792, 110 
1047 * 31.67 O.8 2, 211,67 3 5, 043, 345 
1048 + 53.0 2 O17.6% ’. | 7. (OL. 744 
1949+ 3 Di 58.9 
1950, January-November ¢ 4.321.955 54.9 3,55 


9 
3 


2 Subsequent to June 21, 1982, certain commodities which had prev 


taxable, and since that date have been reported as dutiable commoditi 
affected were petroleum, copper, lumber, and coal 

?‘Trade Agreements Act passed as amendment to Hawley-Smoot 
rates of duty have been decreased from time to time. First agreement 

4 Preliminary 


Source: U.S. Taritf Commission, Statistical Division, January 1951 


The Cuarrman. Thank you very much, Mr. Rosenthal. 

Mr. Rosenruar. Thank you, Mr. Chairman. 

The CuarrmMan. Our next witness will be Mr. Harry 5S. Radcliffe. 
Will vou give your full name and the capacity in which you appear 
for the record? 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESIDENT, 
NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC. 


Mr. Rapecuirre. My name is Harry 8S. Radcliffe, executive vice 
president, National Council of American Importers, Ine., 45 East 
Seventeenth Street, New York 3, N.Y. 

The CuHarrman. About how much time will you require, Mr. 
Radcliffe? 

Mr. Rapcuirre. About 5 or 6 minutes. 

The Cuarrman. All right, you may proceed. 

Mr. Rapeuirre. Thank vou. 
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The National Council of American Importers is the national 
organization of United States importers of a wide variety of foreign 
produc ts ranging from raw materials and crude foodstuffs to semi- 
processed and finished manufactured goods. Its membership includes 
wholesalers and retailers who distribute imported materials and 
products to industrial users, retailers and the consuming public, and 
also domestic manufacturers who use imported raw materials in the 
American products they make. The membership also includes 
banks, customhouse brokers, steamship companies, overseas airlines, 
insurance firms, and customs lawyers directly concerned with our 
import trade. All members are American firms and individuals who 
are located in 22 States. Some of the member firms are fairly large, 
but most are small ente rprises. 

Our organization has consistently supported the reciprocal trade 
agreements program since its inception in 1934, and representatives 
of the council have appeared before this committee in 1937, 1940, 1943, 
1945, 1948, and 1949, in connection with proposals to renew the act. 

At the regular monthly meeting of our board of directors held in 
New York City last Thursday, January 18, a resolution was presented 
and unanimously adopted to support H. R. 1612 but to suggest that 
the bill now before this committee be amended to substitute “4 years” 
for “3 vears.”” This suggestion, if adopted, would extend the so-called 
Reciprocal Trade Agreements Act (see. 350, Tariff Act of 1930, as 
amended) to June 12, 1955, rather than to June 12, 1954, as proposed. 

One reason why we suggest a 4-vear extension is that the trade 
agreements program, after nearly 17 vears of successful operation, 
has become an essential part of the bipartisan American international 


economic policy, and as such we feel it would be more appropriate 
to set the time for its expiration in 1955 after the Eighty-fourth 
Congress convenes rather than during the second session of the 
Fighty-third Congress as would be the case if the extension is set at 


3 vears. 

[n the early years of the program, prior to World War II, the Trade 
Agreements Act was reviewed by the Congress every 3 vears because 
it was still in the experimental stage. We believe that the program 
is now so well established and such confidence exists at present in the 
circumspect manner in which it has been administered, that a less 
frequent review is necessary. It might also be noted that the Report 
to the President on Foreign Economie Policies submitted on November 
1h 1950, by Gordon. Gray contained a recommendation that we 
should renew the Reatprocal Trade Agreement Act for a period of 
1 vears. (See item 16 (a), p. 16 of the report.) 

It will be recalled that the reciprocal trade agreements program was 
originally instituted in the depression period of the early thirties for 
the primary purpose of expanding markets for our exports through 
the reciprocal reduction of trade barriers. In .1934, our exports were 
only 2.1 billion dollars, and they increased from 2.2 billion dollars in 
1935 to 3.1 billion dollars in 1939. In 1940 and 1941, due to some 
extent to the lend-lease arrangements, exports rose to $5,000 ,000,000. 
Since World War I], exports have been at a relatively high level due 
in pert to the relief and rehabilitation programs and the European 
recovery program. At the present time, the rearmament of Western 
Europe will require large exports of matériel and other supplies so that 
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it appears that our exports may soon return to a volume of 
$1,000,000,000 a month or more for the foreseeable future. 

Since World War Il, our exports have exceeded our imports by 
such a large amount that the main problem in our international! trade 
has been the solution of the so-called dollar-gap situation. In the 
vear 1947, domestic exports exceeded imports by 8.1 billion dollars, 
in 1948 by 5 billion dollars, and in 1949 by 5.4 billion dollars. 

The reciprocal trade agreements program has played an important 
part in the efforts to solve the dollar-gap problem. Under the 
authority contained in the act now under reconsideration, the United 
States instituted, in 1947, a multination conference with 22 other 
countries for the reduction of unnecessary trade barriers and the 
elimination of international trade preferences. This conference, 
which took place at Geneva, Switzerland, resulted in the formation 
of a new international trade body known as the contracting parties 
to the general agreement on tariffs and trade. In 1949 at Annecy, 
France, the 23 contracting parties met with nine additional countries 
and successfully concluded a second round of negotiations to lower 
trade barriers. The tariff concessiors made at Geneva and at Annecy 
involved countries which account for about 80 percent of all world 
trade, and the commodities involved in the trade agreements con- 
cluded represented more than one-half of total world trade volume. 

At the present time, further negotiations are in progress at Torquay, 
England, between the 32 contracting parties to the GATT, and 6 
additional nations. When these are concluded, the international 
group of countries which have banded together for a very practical 
kind of international economic cooperation will number 38 countries. 
The establishment of this extremely important international body 
which has already demonstrated its value in the settlement of several 
difficult trade questions aside from tariff rates and import quotas is 
certainly an achievement to the credit of the reciprocal trade agree- 
ments program. For example, at one of the early meetings of the 
contracting parties, the United States requested permission to extend 
preferential tariff treatment to the Trust Territories of the Pacific. 
Despite the fact that a rule had been adopted that no new preferences 
should be established after April 10, 1947—the date of the first meeting 
of the original 23 negotiating countries—an exception was made and 
the request by the United States was granted. Other striking exam- 
ples of the flexibility of this new international trade body could be 
given, 

The vital need for the renewal of the Reciprocal Trade Agreements 
Act, and the adoption of whatever further steps that are necessary to 
strengthen and expand the contracting parties to the GATT as a vital 
force for international economic cooperation should be self-evident. 

There have been two adverse developments during 1950 relating to 
out trade-agreements program. First, the Nationalist Government of 
China finding that it could not control the trade policies of the Com- 
munist regime on the mainland gave the required formal notice and 
withdrew from the contracting party organization. This necessitated 
the cancellation by the United States of many concessions which had 
been originally negotiated with China at Geneva in 1947. Duty rates 
on many imported commodities of importance not only to C hina but 
also to other nations were increased on December 11, 1950. Second, 
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the bilateral trade agreement between the United States and Mexico 
which was concluded during World War II in 1943 was terminated on 
December 31, 1950, by mutual consent, and the duty rates or import 
tax on several imported commodities were sharply increased as a result, 

Among the imported products affected by the termination of the 
Mexican agreement and the cancellation of the concessions to China 
are crude petroleum, lead-bearing ores, lead alloys and combinations, 
zine sulfate, molybdenum ore, tungsten ore, antimony, cordage, and 
Tampico fiber. The increase in duty rate on these vital imported 
materials at a time when their increased importation is most necessary 
to our rearmament effort is unfortunate as the landed cost of these 
materials will be correspondingly higher. As one example, 50 tons 
of tungsten will bear about $6.200 more import duty. 

If for no other reason—and there are many other reasons—it is 
essential that the Congress extend the Reciprocal Trade Agreements 
Act to permit the United States to negotiate trade agreements with 
foreign countries supplying strategic and critical materials which are 
dutiable. It is to be hoped that after the conclusion of the current 
negotiations at Torquay, the United States might find it advantageous 
to review some of the earlier trade agreements negotiated on a bilateral 
basis with Latin-American countries and make such adjustments as 
may be necessary under changed conditions. We have such agree- 
ments with Honduras, Guatemala, El Salvador, Costa Rica, Ecuador, 
Venezuela, Peru, and Paraguay. 

An extension of the basic act for a 4-year period at this particular 
time will be a reassurance to the 32 other nations which have become 
contracting parties to the GATT and to other trade agreement coun- 
tries of our steadfast aim to foster international economic cooperation. 

Here we have a tried and tested mechanism for the mutual reduction 
of unnecessary trade barriers which has been effective for 17 years, 
from the days of deep depression, through World War II, and in the 
postwar period. Surely, it is the wise course to retain it to meet any 
situation during the next 4 years. 

In addition to that statement, we have compiled some statistical 
information, which I believe has been furnished to the committee, 
relating to imports for consumption in the calendar years 1947, 1948, 
1949, January to June 1950, and July to November. There is a table 
listing 10 commodities for all of those periods, the importation of which 
accounts for almost precisely one-half of our entire import trade 
volume. 

Also, there is a table showing exports and imports for the calendar 
years 1948 and 1949 and January to November 1950 by economic 
classification and a subtable showing the comparison of the exports of 
finished manufactures and our imports of finished manufactures, 
omitting from the imports burlap and standard newsprint paper and 
noncommercial imports, which distort the figures as tabulated by the 
Bureau of the Census. 

The CrarrmMan. Does that conclude your statement? 

Mr. Rapcurrre. Yes. 

Mr. Reep. As I understand it, you are not an importer yourself. 

Mr. Rapcuiirrs. No, sir. I am a trade association executive. 

Mr. Reep. You are representing quite a large number, I should say. 
About how many groups or individuals do you represent? 
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Mr. Rapciirre. We have a membership at the present time of 
about 600. 

Mr. Reep. Do you favor free trade? 

Mr. Rapcuirre. No, sir. 

Mr. Reep. You are still for a tariff of some kind; are you? 

Mr. Rapcuirre. For whatever tariff is needed. 

Mr. Reep. Does your group import a great variety of items? 

Mr. Rapcuirre. Yes; Mr. Reed. The last time we attempted an 
analysis of that, it ran over 260 different classes of commodities. 

Mr. Resp. Would you mind putting those in the record? 

Mr. Rapcuirre. The list of the 260? 

Mr. Reep. Yes. 

Mr. Rapeurrre. | will furnish it for the record. 

Mr. Reep. You will furnish that so we will have it in the record? 

Mr. Rapcutrre. I will be very glad to. 

Mr. Reep. Maybe I can ask you and ascertain, not knowing what 
the items are in which your people are interested. 

Do you import pears and fruit? 

Mr. Rapcurrre. I do not know of any member importing pears. 

Mr. Reep. What about cherries? 

Mr. Rapcuirre. Some glazed cherries, perhaps—candied cherries. 

Mr. Reep. What about lemons? 

Mr. Rapcuirre. No; I do not believe any of our members import 
lemons. 

Mr. Reep. Any olives? 

Mr. Rapcuirre. Yes; ripe olives. 

Mr. Reep. What about nuts of various kinds? 

Mr. Rapeuirre. Yes—cashews. 

Mr. Reep. Hops? 

Mr. Rapcuirre. | know, of course, that hops are imported, but I 
do not believe any of our members import hops. 

Mr. Reep. What about potatoes? 

Mr. Rapeurrre. No. 

Mr. Reev. Tomatoes? 

Mr. Rapcuirre. Tomatoes; ves. 

Mr. Reep. From where do you get the imports of tomatoes? 

Mr. Rapeurrre. I think largely from Mexico. 

Mr. Reep. What about fresh filets of fish? 

Mr. Rapeuirre. Fresh fish? 

Mr. Reep. Yes. 

Mr. Rapveuirre. I do not believe any of our members import any 
fish. I know they are imported. 

Mr. Reep. What about frozen fish? 

Mr. Rapcurrre. Some frozen fish; ves. 

Mr. Reep. How about fresh fish? 

Mr. Rapcuirre. To a small extent in the region of Detroit and 
Chicago, from the Great Lakes. 

Mr. Reep. You get those, probably, from Canada? 

Mr. Rapcuirre. Yes. They come in from Canada. 

Mr. Reep. What about shrimp? 

Mr. Rapeurrre. I do not know of any imports of shrimp. 

Mr. Reep. What about crabs and crab meat? 

Mr. Rapcuirre. Crab meat; yes. 
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Mr. Reev. From where do you get that? 

Mr. Raveuirre. From Japan and Korea. I think the Korean 
imports are largely out now. 

Mr. Reep. Yes; I would think so. 

What about salmon? 

Mr. Rapcuirre. Not that I know of. 

Mr. Reep. What about tuna fish? 

Mr. Rapcuirre. Yes; some tuna fish and bonito. 

Mr. Resp. What about sponges? 

Mr. Rapeuirre. Yes. 

Mr. Reep. What about wool and wool products? 

Mr. Rapcuirre. Raw wool that is dutiable. Carpet wool and 
wool products, finished English woolen cloth and worsteds; ves. 

Mr. Reep. And rabbit's wool? 

Mr. Rapcuirre. Not to any great extent that I know about. 

Mr. Reep. Cattle? 

Mr. Rapeuirre. No; none of our members import cattle. 

Mr. Reep. Beef? 

Mr. Rapcurrre. Canned beef, but not fresh or frozen. 

Mr. Reep. From where? 

Mr. Rapeuirre. From Argentina—canned beef. 

Mr. Reep. What about fats? 

Mr. Rapcuirre. A great variety of fats. 

Mr. Reep. You do import those? 

Mr. Rapecuirre. Oh, ves. They are a very essential import. 

Mr. Reep. And oils? 

Mr. Rapeuiere. And oils. 

Mr. Reep. What about butter? 

Mr. Rapeuirre. Some butter from Denmark and some from 
Canada. 

Mr. Rerep. What about cheese and other dairy products? 

Mr. Rapeuirre. Some special cheeses from Italy and Holland. 

Mr. Reep. What about minerals—copper, lead, and zine? 

Mr. Raveuirre. A lot of those; yes. Those are strategic materials, 
and they import a lot of those. 

Mr. Keep. You import those in large quantities? 

Mr. Rapcuirre. Yes, indeed. 

Mr. Reep. Are you bringing in as much as we send out to Red 
China and Russia? 

Mr. Rapeuirre. Much more. 

Mr. Reepv. How much more? 

Mr. Rapcuirre. I do not have the comparative figures of our im- 
ports of ferrous and nonferrous ores in total, but we imported nearly 
$200,000,000 worth from January to November of last year. 

Mr. Reep. Do you know how much we exported? 

Mr. Rapeurrre. Did vou ask specifically to China? 

Mr. Reep. And Russia. 

Mr. Rapcurrre. I think those are all under export control, and ex- 
port permits are not given. 

Mr. Reep. I wish that were true. 

What about glass products? 

Mr. Rapcuirre. Yes. 

Mr. Reep. From where? 

Mr. Rapcuirre. Swedish glass. 
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Mr. Reep. What about Polish glass? 

Mr. Rapeutrre. No; I have no knowledge of any Polish glass being 
imported. 

Mr. Reep. Some glassware is imported into this country. 

Mr. Rapeurrre. Glassware? 

Mr. Reep. That is right. I know of it. 

Mr. Rapeuirre. There is some from Germany and Czechoslovakia 
in glassware. 

Mr. Resp. Any glass bottles? 

Mr. Raveuirre. Bottles and vials usually are specialties. They 
are not very important. 

Mr. Reep. Do you import any of them? 

Mr. Rapcuirre. Yes; a few. 

Mr. Reev. What about flint glass? 

Mr. Rapcuirre. | am not familiar with that product. 

Mr. Reep. What about window glass? 

Mr. Rapveuirre. I do not believe the imports amount to anything 
at all. 

Mr. Reep. That is, by your group, you mean? 

Mr. Rapeutrre. Of our group; that is right. 

Mr. Reepv. What about pottery? 

Mr. Rapcuirre. Yes; English bone china and the other special 
china from France and Germany. 

Mr. Reep. What about from Czechoslovakia? 

Mr. Rapcuirre. There have been some pottery imports from 
Czechoslovakia. I think those have fallen off very largely in latter 
months. 

Mr. Reep. They are probably running short of our money. 

What about ravon and silk gloves? 

Mr. Rapcuirre. Yes; some rayon and silk gloves from France, 
chiefly. 

Mr. Reep. What about wool knit barrows? 

Mr. Rape.irre. Wool knit barrows from France; yes. 

Mr. Reep. What about clothespins? 

Mr. Rapcuirre. Yes; imports of clothespins from Sweden. 

Mr. Reep. Any from Norway? 

Mr. Rapcutrre. Some from Norway. I think Sweden is_ the 
principal supply now. 

Mr. Reep. Scientific instruments? 

Mr. Rapcuirre. Yes. 

Mr. Reep. In large quantities? 

Mr. Rapeurrre. Yes. 

Mr. Reep. Of what nature? 

Mr. Rapcuirre. Well, timing devices and laboratory instruments, 

Mr. Reep. Any kodaks and cameras? 

Mr. Rapcutrre. Yes—not the kodak camera, but German cameras 
come In. 

Mr. Reep. From Germany? 

Mr. Rapcuirre. Yes; from Western Germany. 

Mr. Reep. What about wool and wool felt? 

Mr. Rapeuirre. Oh, yes; wool felt hat bodies. 

Mr. Reep. Yes. 

Mr. Rapcuirre. They come in. 

Mr. Reep. Do you handle any petroleum? 
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Mr. Rapcurre. None of our members. Of course, the large oil 
companies handle that. 

Mr. Reep. You do not handle it af all? 

Mr. Rapeurrre. Our members do not handle it at all. 

Mr. Reep. Well, those are all domestic products as well. You 
would favor removing the tariff on those; would you not, under the 
trade agreements? 

Mr. Rapcuirre. No; 1 am not in favor of removing all tariffs. Iam 
not a free-trader. 

Mr. Reep. But you are in favor of reducing tariffs? 

Mr. Rapeuirre. I am in favor of reducing excessive tariffs; yes. 

Mr. Jenxins. Mr. Rade ‘liffe, what proportion of all imports do you 
think your organization represents? 

Mr. Rapcuirre..What proportion of the total imports? 

Mr. Jenkins. Yes. 

Mr. Rapcurrre. That would be almost impossible to ascertain, 
because we do not inquire of our members as to their annual volume of 
importations. We have never made such a survey. I think it would 
be very difficult to get the figures. 

Mr. Jenkins. Of course, a lot of individual imports may come in of 
one commodity or another, but I suppose it is fair to say that by far the 
greater part of the imports of the Nation are brought in by regular 
importers who are in that particular business. Is that right? 

Mr. Rapcutrre. No; that is not true, because about two-thirds of 
the total import trade consists of raw materials used by domestic 
manufacturers, and many of those manufacturers import directly 
their own supplies, and they do not consider themselves as importers. 

Mr. Jenkins. But, excluding the big importers of raw materials, 
such as minerals, etc., I mean the general finished products. 

Mr. Rapcuirre. On the finished products, they usually come 
through the regular established importers or retailers direct. 

Mr. Reep. | want to call to your attention, as a part of the record, 
that this list of imports in which. you are engaged and many others 
which are listed here are produced here in this country, and all of them, 
of course, bear a tariff. And, what is more, on each one of these I 
have read they have complained to the State Department that they 
are injured by these imports. I want to get that in as part of the 
record. 

Mr. Rapcurre. I think the list you read is much larger than the 
number of formal applications that have been made to the Tariff 
Commission for study under the escape clause. I think there are 
only about 17 or 18. 

Mr. Reep. I was not speaking about the escape clause. I say 
complaints have been made on all of those that they are being injured. 

Mr. Jenkins. You say you represent an association of importers, 
and you do not know what percentage of the professional importers of 
the country you represent? 

Mr. Rapcuirre. No. But we do know that in our membership we 
do have a good cross section of the import trade, outside of those raw 
materials imported by domestic manufacturers. 

Mr. Jenkins. What has been the result of Korea on the reciprocal 
trade agreements? I presume it has increased the business of 
importers. 
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Mr. Rapcuirre. Imports have materially increased in the last 
few years and particularly have stepped up very rapidly since Korea. 
Our import trade, from the middle of 1948 to the middle of 1950, was 
running at the rate of about $7 billion a year, but since Korea that 
has stepped up to a rate of $10.5 billion. 

Mr. Jenkins. I presume you attribute that to the imminence of 
war. 

Mr. Rapcuirre. That is right, and to the rising spiral of prices. 

Mr. Jenkins. What percentage of your imports do you again 
export; can you tell? 

Mr. Rapcuirre. That is hard to say, again because we do not 
know the quantity—do you mean our imports or the whole import 
trade? 

Mr. Jenkins. Generally speaking, what percentage of imports are 
again exported? 

Mr. Rapcuirre. It is a very small percentage. 

Mr. Jenkins. Very small? 

Mr. Rapcuirre. Very small. 

Mr. Jenkins. Of course, it would be a large percentage of the 
raw materials. 

Mr. Rapcuirre. Of course, if you could find out how much imported 
materials went into manufactured products that are again exported, 
then it would be a substantial figure. 

Mr. Jenkins. What I am trying to bring out—and I think I have 
done that—is that naturally of all people who favor reciprocal trade 
law, importers would be over and above everybody else. 

Mr. Rapcuirre. That might be assumed. 

Mr. Cooper (presiding). Are there any further questions? 

Mr. Simpson. Mr. Radcliffe, some of these were very early agree- 
ments; were they not? 

Mr. Rapeuirre. Yes. Some were negotiated back in the mid- 
thirties. 

Mr. Stmpson. And many of them were with the countries of South 
America that you name here on page 5 of your statement. Is it 
true, as suggested, that when we finish up at Torquay it might be 
advantageous to make some further adjustments in those agreements? 

Mr. Rapecutrre. Yes, sir. 

Mr. Simpson. What is the nature of the adjustments? 

Mr. Rapeutrre. I think any agreement that has been on the 
books for 14 or 15 vears might be reviewed in the light of present 
conditions, and one important adjustment to be made with which I 
think everybody would be in harmony would be to negotiate for 
the inclusion of an escape clause in those old agreements which do not 
have it. There are a few which still do not have it. 

Mr. Simpson. Are there any suggestions which have to do with 
rates? 

Mr. Rapeuirre. With tariff rates? 

Mr. Stimpson. Yes. 

Mr. Rapcuirre. For an objective review, yes. 

Mr. Simpson. Do you think any of them should be increased? 

Mr. Rapeurrre. Possibly so. That would come out in the objective 
review, 

Mr. Stimpson. It seems to me in your statement here you suggest 
they should go into that matter, and I want to know if your association 
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is prepared to suggest increases in some of the rates now prevailing 
in those countries named? 

Mr. Rapenirre. No; I cannot state that. 

Mr. Simpson. Do you have any suggestions about any that should 
be reduced? 

Mr. Rapetirre. I might explain, as to those listed on the page we 
are talking about, that the most of those agreements contain a great 
number of items which are already duty-free, and the concession was 
merely binding them on the free list. 

\ir. Simpson. Do you want a duty imposed on some of those? 

Mr. Rapeuirre. No. 

Mr. Simpson. Are there any that have a duty now that vou think 
it would be advisable to reduce? 

Mr. Rapcurre. That | cannot determine in advance. It would 
depend on the testimony that would be adduced at the hearing before 
the Committee on Reciprocity Information from both the people 
engaged in import trade and the domestic industry. 

\Ir. Simpson. But vou want those agreements opened primarily so 
that the escape clause can be inserted in the ones that do not now 
have it? 

Mr. Rapeurrre. | think that would be helpful in keeping them in 
line with the more recent agreements. 

Mr. Simpson. The escape clause has never been used except in one 
instance; yet vou evidence confidence in it. Why? 

Mr. Rapcuirre. It is there for use. It is a mystery to me why 
some industries which have been making complaints in other ‘direc- 
tions have not used the escape-clause procedure. 

Mr. Simpson. Of course, in using that you go before the same 
people who levy the thing to which you object—the Tariff Committee. 
Do vou feel that is a fair way to give relief to the American business- 
man who has a complaint? 

Mr. Rapcuirre. Yes; I do, for this reason: you say it is the same 
body, but the complaint comes in to that body at a later date and 
brings forth a new set of conditions, perhaps. That is the basis 
for going in. 

Mr. Stupsox. Do you think it is fair to require that he must 
show an increase in imports before he can show a damage which they 
will recognize as a basis for relief? 

Mir. Ravcurrs. That is one of the conditions. 

Mr. Simpson. Do you think that is a fair requirement to impose, 
keeping in mind that, if conditions are not booming, just a little more 
of that is required to be completely ruinous to a business? 

Mr. Rapcuirre. As far as | understand, I do not believe the Tariff 
Commission has rejected —has refused to receive any application and 
review it. 

Mr. Simpson. They will accept cid emg thereunder, and there 
have been a number submitted, and up to now only one has been 
acted upon favorably to the complainant. On the other hand, the 
people who have made complaints in coming before Members of 
Congress present a case which appears to be unanswerable in their 
behalf, and it seems strange to me that out of the number submitted 
only one has received favorable consideration. I am inclined to 
believe they are losing sight of individual industries and perhaps 
sincerely picture the over-all situation as controlling. 
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Mr. Rapeuirre. I believe in addition to the one that resulted in the 
restoration of the 1930 rates, there are two other instances which 
were not dismissed but were kept under review. I think the decision 
there was that no action was justified at that time but that they would 
keep it under study. 

Mr. Simpson. Do any of the members of your organization import 
large quantities of Swiss watch movements? 

Mr. Rapeurrre. Yes. 

Mr. Simpson. Complaint has been made many times that the 
importation of those movements is proving ruinous to the watch 
industry of the United States. 

Mr. Rapeuirre. | have heard of those. 

Mr. Simpson. You have heard of that, undoubtedly. 

Mr. Rapeuirre. Yes. 

Mr. Simpson. Perhaps you will agree that there is some germ of 
truth to it. 

Mr. Rapeurrre. | reaily do not know whether the complaint is 
justified. I do know that at the time when that complaint was intro- 
duced by the Waltham Watch Co., the other two American watch 
companies Were having the best business in their history and making 
their largest profits, and they had the same competition with the 
Swiss watch movements. 

Mr. Simpson. Nevertheless, there were only two factories remaining 
whereas before that there had been three. And from the standpoint 
of the health of the wateh industry of the country, I was persuaded 
that the companies were being seriously damaged and the industry was 
suffering. At any rate, a tariff increase on Swiss watch movements 
would have been disadvantageous to importers; would it not? 

Mr. Rapeuirre. | did not get the last part of that. 

Mr. Stimpson. A tariff increase would hurt some of the members 
of your importers association; would it not? 

Mr. Rapcurre. The tariff on watch movements has not been 
changed since 1936. 

Mr. Simpson. There was a quota imposed on watch movements a 
few vears ago; was there not? 

Mr. Rapeutrre. A voluntary quota was imposed by the other end, 
the Swiss Government. 

Mr. Simpson. They did not do it unsolicited; they did it under 
pressure. 

Mr. Rapcuirre. They got a request from our State Department. 

Mr. Simpson. Did your organization object to that? 

Mr. Rapveurre. We did. 

Mr. Simpson. Why? 

Mr. Rapcuirre. Because we did not think it was consistent with 
the policy of removing trade barriers to make a unilateral request 
to a foreign government to impose an export quota. 

Mr. Simpson. You know the reason they did it was presumably 
that the State Department was persuaded that the American nant | 
industry was really suffering at that time, and that was the basis of 
the request; yet your people presented an objection after the State 
Department had reached the determination that the American watch 
industry was really suffering at that time. 

Mr. Rapvcutrre. Our association did not object to that in connection 
with the industry question; we objected to it as a broad policy. 
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Mr. Simpson. Do you object to the imposition of barriers imposed 
now by countries abroad and by this country in limiting the exporta- 
tion of certain materials? Are you objecting to that as a matter 
of policy? 

Mr. Rapcuirre. On that question, of course, the various barriers 
imposed abroad have been largely due to the dollar shortage. I refer 
to the dollar-gap situation. 

Mr. Sturson. Do you object to their having imposed those barriers? 

Mr. Rapcuirre. No; because that was a necessity. 1 do not think 
the two things are the same. 

Mr. Simpson. But you did object when the suggestion was made 
to the other country to impose barriers with respect to watches. 
Why do you differentiate? 

Mr. Rapcuirre. Because it was inconsistent with our general 
policy of reducing trade barriers. 

Mr. Simpson. And if it was inconsistent today, you would still 
object, as I understand. 

Mr. Rapcuirre. Yes, sir. 

Mr. Kean. Mr. Radcliffe, I notice in the increased imports which 
you mention during the past few months there has been a greater 
increase in dutiable products than there has been in the raw-material 
products. I had not realized that. I thought the impact of the 
Korean War would have greatly increased the raw-material imports. 

Why, exactly, has this import of manufactured articles, which are 
usually dutiable articles, been increased so much? Is it because our 
rise in prices since July bas made the foreign goods cheaper than our 
own goods? Or what is it? No great scarcity has developed here 
as vet. 

Mr. Rapeuirre. I think the increase in finished manufactures dur- 
ing the January to November 1950 period is due to several causes. 
One is that prices abroad have gone up very sharply on both raw 
materials and finished manufactured products” since Korea. 
Second- 

Mr. Kean. You think it is not more goods but a greater dollar 
volume? 

Mr. Rapceurrre. There has been a greater dollar volume because 
of the price rise. But, in addition, there have been more goods, 
because importers in certain lines have been buying heavier in order 
to build up inventories against some future evertuality 

Mr. Kean. Anticipating shortages? 

Mr. Rape.irre. That is right. 

Mr. Kran. Generally in what type of goods has there been the 
greatest increase of the ones that have been brought in? 

Mr. Ravcuirre. I do not think we could single out any particular 
type. I think it has been general all along the line. 

Of course, there has been another reason. With the improvement 
in the economic conditions of some of the European countries through 
ECA aid and other things, they have been able to step up their produc- 
tion of finished manufactured goods which they traditionally supplied, 
and they have been more plentiful. 

Mr. Kean. Has a substantial part of those come from Japan? 

Mr. Rapvcuirre. No; I would not say so. But there has been some 
increase in imports of Japanese goods of various kinds. 
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Mr. Kean. I notice coming into the market pretty cheap goods 
from Japan, such as little lighters. 

Mr. Rapcuirre. Novelty lighters. 

Mr. Kean. They have increased quite substantially, I am told by 
the Ronson Co. in my county. 

Mr. Ravcuirre. Oh, ves. 

Mr. Byrnes. I was interested in your discussion on page 3 of your 
statement about the dollar-gap problem. Is it your contention that 
the reduction of the dollar gap during the last vear or so is a result of 
the reciprocal trade agreements program? 

Mr. Rapcutrre. | think it played a part in it; yes. 

Mr. Byrnes. The reduction in the gap results primarily from the 
increase of imports rather than a reduction of exports; does it not? 

Mr. Rapcuirre. It has been largely an increase in imports, but 
there has also been some reduction in our exports. 

Mr. Byrnes. Do you consider the reciprocal program has had that 
effect? 

Mr. Rapcuirre. The reciprocal program has what? 

Mr. Byrnes. Makes that change in our export-import picture. 

Mr. Rapcuirre. No; I do not think the trade-agreements program 
alone was responsible for that. But | do know there are many 
products where the duty rate was excessive, and it was reduced under 
the program. 

Mr. Byrnes. | am not talking here about specific items; I am 
talking about the over-all picture. It is my understanding you said 
the reciprocal trade program played an important part in reducing the 
dollar gap, and I was wondering, if that is the case, whether you would 
say it was very reciprocal. 

‘Mr. Rapcuirre. Yes; I would say so, to the extent it has enabled 
our import trade to revive and step up. 

Mr. Byrnes. But it did not affect our export trade whatever; in 
fact, we had a reduction in our export trade during this period when 
you say the reciprocal trade program was so effective. 

Mr. Rapetirre. The export trade, of course, was recognized as 
being on an inflated basis. Right after the war, in connection with our 
European recovery program, we shipped vast quantities of agricul- 
tural and industrial machinery and other products to help build up 
those countries, and it was expected that would fall off after that 
program had been accomplished. 

Mr. Byrnes. Then you are not going to attribute that really to the 
reciprocal trade program; are you? 

Mr. Rapeurre. The falling off of exports; no. 

Mr. Byrnes. What about the increase in imports? 

Mr. Rapeutrre. Yes; to some extent. That is an important factor. 

Mr. Byrnes. To what extent do you consider the ECA program 
was reflected in the change? 

Mr. Rapeuirre. In the increase of imports? 

Mr. Byrnes. Yes. 

Mr. Raveurere. | think that was responsible for building up the 
economies and rehabilitating the war devastated areas that ceased to 
be production areas. 

Mr. Byrnes. You say that was an important factor? 

Mr. Rapcuirre. That was one. 





138 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Mr. Byrnes. So far as the dollar-gap position was concerned? 

Mr. Ravcurre. That is right. 

Mr. Byrnes. If reciprocal trade agreements are to be used to adjust 
the dollar gap, what will be your position when the dollar situation is 
adverse—in other words, where our total imports exceed our total 
exports? Do you think you may be interested then in their use to 
change that situation? 

Mr. Rapcuirre. As the United States is a creditor nation, I do not 
think excessive imports over exports is adverse. I think that is a 
favorable balance of trade. 

Mr. Byrnes. Where we are shipping out more dollars than we are 
getting back? 

Mr. Rapcuirre. It is the other way around. 

Mr. Byrnes. I mean we are paying out more dollars than we are 
getting back. 

Mr. Rapcutrre. Yes. 

Mr. Byrnes. In other words, you think we can go on indefinitely 
having an adverse dollar situation? 

Mr. Rapcuirre. As a creditor nation; certainly. 

Mr. Byrnes. Well, you are not a creditor nation when that takes 
place; are you? 

Mr. Rapecuirre. We occupy the position of a great creditor nation— 
the largest in the world. 

Mr. Byrnes. We have in the last 10 years, but if we get this dollar 
gap closed and then it becomes adverse to us, we certainly are changing 
our status; are we not? 

Mr. Rapcurre. No. We are enriching our economy by getting 
goods and services from the world. 

Mr. Byrnes. In other words, if the situation which has existed 
during the last 10 years had just been reversed—— 

Mr. Rapcurrre. Of all paying out, little coming in, we would just 
succeed in closing the gap. 

Mr. Byrnes. | think maybe we do not understand each other, 
so that we had better get to a basis where we do. 

In the past, we have been exporting much more than we have been 
importing. 

Mr. Rapeuirre. On balance; yes. 

Mr. Byrnes. Now, if we reverse that and import greatly in excess 
of what we export, then we will have an adverse dollar-gap problem; 
will we not? 

Mr. Rapveuirre. Yes; we will have a reverse dollar gap. 

Mr. Byrnes. Do you think that is a healthy condition for any 
country to be in? 

Mr. Rapcutrre. | think it is a healthy condition for the United 
States to be in. 

Mr. Byrnes. It is not so good for Britain but might be wonderful 
for us; is that right? 

Mr. Rapcuirre. Britain is a debtor nation rather than a creditor 
nation. 

Mr. Byrnes. Maybe I just do not understand the situation. It 
would seem to me when you are importing more than you are export- 
ing, you are no longer a creditor nation. 

Mr. Rapcuirre. Well, if you keep it up for 50 years or so, maybe. 
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Mr. Byrnes. We were approaching it in the last year or so as to 
the balance of exports and imports; were we not? 

Mr. Rapc.irrs. Only since July 1. As a matter of fact, in August 
1950 and again in October 1950, the monthly imports exceeded our 
exports. 

Mr. Byrnes. Let us take the figures for 1948. Our total imports 
were about $7,000,000,000. 

Mr. Rapcurrre. That is right. 

Mr. Byrnes. Our exports were 12.5 billion dollars. 

Mr. Rapcuirre. That is right. 

Mir. Byrnes. In 1949, the imports were 6.5 billion dollars. 

Mr. Rapcuirre. About the same ratio. 

Mr. Byrnes. And the exports were $11,000,000,000. There was a 
drop. Then, in 1950, January to November, the total imports were 
7.8 billion dollars and the exports 9 billion dollars. 

Mr. Rapcuirrs. That is right. 

Mr. Byrnes. That gap is closing there; is it not? 

Mr. Rapcuiirre. That is correct. 

Mr. Byrnes. In other words, you do not see in that a trend which 
might be adverse to us and which would end up with the United 
States being on the other side of the ledger? 

Mr. Rapcuirre. No; | do not fear that at all. 

Mr. Byrnes. What if it did happen; what if that was the case? 
Do you believe trade agreements should be used to correct that 
situation and bring exports and imports into balance? 

Mr. Rapeuirre. No; | do not think trade agreements are for that 
purpose. I do not think they could achieve that purpose. 

Mr. Byrnes. But you credited it with accomplishing that purpose 
as far as the dollar-gap situation existing in the last few vears is 
concerned. 

Mr. Rapcuirre. Not exactly. I credit it as having plaved an 
important contributing part in raising the import volume. The 
exports is another question. 

Mr. Byrnes. Basically, though, vou would grant, so far as the 
effect upon the United States trade is concerned, it is not reciprocal 
in its over-all? 

Mr. Rapcuirre. Yes. I did not say that at all. I certainly think if 
we had not negotiated at Geneva and again at Annecy to reduce some 
artificial barriers that had been erected, unnecessary barriers, our 
export trade would have suffered even more than it has. 

Mr. Byrnes. In spite of the international conditions that have 
existed during the last 10 years? 

Mr. Rapcuirre. Ten years is too long a span. 

Mr. Byrnes. Well, the last 5 vears. 

Mr. Rapeuirrs. Yes. 

Mr. Byrnes. Do you believe it is proper that concessions granted 
to countries who are members of the “‘gap”’ should also be extended 
to countries who are not participants in the gap ugreements and 
particularly to Communist countries which have not participated? 

Mr. Rapeuirre. Under our most-favored-nation policy, which has 
become firmly imbedded in our structure, that, of course, is a proper 
procedure. 

Mr. Byrnes. Under present conditions, do you believe we should 
have a continuation of that policy? 
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Mr. Rapeurrre. I certainly do. 

Mr. Byrnes: In other words, it is perfectly all right to extend to 
Soviet Russia and the other Communist countries all the concessions 
we give to friendly countries, even though the Communist countries 
participate in no way in the agreement; they make no concessions 
whatever to us or to any of the other free nations? 

Mr. Ravcuirre. In practical effect, the Communist countries get 
very little benefit from concessions made at either Geneva or Annec vy, 
because the types of products involved in those agreements are pro- 
ducts we do not import from Russia or the Communist countries. 
1 know of no products in those agreements negotiated at Geneva or 
Annecy or under consideration at Torquay that are supplied by 
Russia. 

Mr. Byrnes. What about the other Communist countries outside of 
Russia—countries under Russian control? 

Mr. Rapcurre. Czechoslovakia has received some benefits, but 
Czechoslovakia was a participating country in the Geneva agreement. 

Mr. Byrnes. What about Poland and all of the rest of the other 
countries under Communist domination? Do you mean to tell me we 
get no imports from them? 

Mr. Rapcuirre. As a general statement, I would say that outside of 
Czechoslovakia, I believe we get very little from the other Communist- 
dominated countries of the type of products involved at Geneva. 

Mr. Byrnes. Have you checked into that? 

Mr. Ravcutrre. No; but I will be glad to do it. 

(The committee thereupon took a recess until 1:30 p. m.) 


AFTERNOON SESSION 


The committee reconvened, pursuant to the recess, at 1:30 p. m 
Hon. Robert L. Doughton (chairman) presiding. 

The Cuarrman. The committee will be in order. Mr. Reed has a 
question or two of Mr. Radcliffe. 


STATEMENT OF HARRY S. RADCLIFFE—Resumed 


Mr. Reep. Mr. Radcliffe, during your testimony you called atten- 
tion to the fact that so few had applied for the benefits of the escape 
clause; is that right? 

Mr. Rapcuirre. Yes, sir. 

Mr. Reep. I want to point out why I think they perhaps hesitate 
todoso. I havea list here of those who have applied, which I will put 
in the record. I think you might want to look it over sometime. 

Mr. Rexep. Here is the procedure that has to be followed in case 
they want the benefit of the escape clause. 

First, if a producer in the United States believes that he is being 
seriously injured as the result of a tariff reduction or other concession 
made by this country in a trade agreement, he must file an applica- 
tion asking the Tariff Commission to make an investigation. 

This application must give a great deal of information concerning 
the applicant’s business as outlined in the Commission’s Rules of 
Practice and Procedure. 

2. After receiving the application the Commission makes a study 


to determine whether or not it will order an investigation. 
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According to the Commission’s Rules of Practice and Procedure, 
an investigation will not be ordered unless imports have actually in- 
creased relative to domestic production. The threat or imminence of 
greatly increased imports, therefore, is not of itself to get the Com- 
mission to order an investigation. This preliminary study would in 
most cases require several weeks. 

3. If, after this preliminary study, the Commission orders a formal 
investigation it will hold a public hearing, the usual notice of which 
will be 30 days. 

The Commission’s staff will begin the accumulation of a large volume 
of statistical data and other information and in virtually all cases a 
field investigation will be made; that is, experts of the Commission’s 
staff will visit various plants in the industry. This hearing and in- 
vestigation in the case of a large industry would be time consuming 
and might well require several months. 

4. After the hearing and investigation, the Commission will then 
begin a careful study and analysis of the available information and 
the preparation of a report to the President setting forth its findings. 

The time required for this phase of the procedure will depend upon 
the number of producers in the industry, the complexity of the prob- 
lems involved, and the amount of other work before the Commission. 
The time required would probably vary from several weeks to several 
months. 

5. After the Commission makes its findings and completes the 
report, the report is sent to the President. 

The President is under no obligation whatsoever to take any 
action. The President is merely required to give the report “his 
consideration in the light of the public interest.” The trade agree- 
ments program was initiated by the administration and is considered 
to be an important part of the administration’s foreign policy. More- 
over, under the escape clause, if the United States withdrew or modi- 
fied one of its concessions, foreign countries would be at liberty to 
withdraw or modify equivalent concessions which they had made to 
the United States. Obviously, therefore, the President will proceed 
with great caution in following any recommendation of the Tariff 
Commission for the modification or withdrawal of an important con- 
cession because to do so would jeopardize or might even nullify the 
agreements. 

6. Assuming the President decides to take action under the escape 
clause, he must then notify in writing all the countries which are par- 
ties to trade agreements and then must consult with all such countries 
which have a substantial interest as exporters of the product concerned. 

The number of countries with which the President would have to 
consult would vary considerably but would probably be seldom less 
than 4 or 5, and frequently as many as 12 or 15. Such consultation 
would in all cases be time consuming and in most cases would probably 
require months. If the concession which the President proposed to 
modify or withdraw were of substantial interest to foreign countries— 
that is it resulted in large imports into the United States—the foreign 
countries would naturally be reluctant to consult with the President, 
and would delay the consultations as long as possible. It should be 
noted that although the escape clause permits the President, in critical 
circumstances, to act first and consult afterward, the possibility 
that he would take such drastic action is almost nil. 
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What I am calling attention to here is the complicated procedure 
and the long delays necessary to enable people to get any relief. 

I have here in my hand a list of applications for investigation under 
escape-clause provisions of trade agreements, by categories. 

No. 1 is marrons; G. B. Raffetto, Inc., New York C ity. The appli- 
cation was received April 20, 1948, and was dismissed without formal 
investi, gation August 27, 1948. 

Whiskies »nd spirits: United States Distillers Tariff Committee, 
Washioatan. Db. C. The application was filed on behalf of 28 distilling 
companies and it was received on September 7, 1948. It was dis- 
missed without formal investigation on January 3, 1949. 

3. Spring clothespins: DeMeritt Co., Waterbury, Vt., with six other 
producers. The date received was November 10, 1948. Formal in- 
vestigation was ordered April 27, 1949; it was completed December 
20, 1949. No modification in concession was recommended. 

4. Knitted berets, wholly of wool. The American Basque Berets, 
Inc., New York City. The date of the application was February 11, 
1949, and it was dismissed without formal investigation July 8, 1949. 

5. Crude petroleum and petroleum products. The Independent 
Petroleum Association of America, Washington, D. C. The date of 
the application, February 15, 1949. It was dismissed without formal 
investigation May 3, 1949. 

6. Hops. United States Hop Growers Association, San Francisco, 
Calif. The date was March 28, 1949. It was dismissed without 
formal investigation May 11, 1949. 

Reeds, wrought or manufactured from rattan or reeds, cane- 
wrought or manufactured from rattan, cane webbing, and split or 
partially manufactured rattan. American Rattan & Reed Manu- 
facturing Co., Brooklyn, N. Y. Date of application was May 20, 
1949. This was dismissed without formal investigation on February 
17, 1950. 

Do you import those products? 

Mr. Rapeuirre. Yes; some of our members do import reeds and 
rattans. 

Mr. Reep. No. 8 is narcissus bulbs. The name of the applicant 
was the Northwest Bulb Growers Association, Sumner, Wash. Date 
of application was June 9, 1949. This was dismissed without formal 
investigation January 13, 1950. 

9. Sponges: Sponge Industry Welfare Committee, Chamber of 
Commerce, Board of City Commissioners, and Greek Community, 
all of Tarpon Springs, Fla. Date of application, June 14, 1949. 
Dismissed without formal investigation July 22, 1949. 

Then we come to No. 10, knit gloves and knit mittens finished or 
unfinished, wholly or in chief value of wool. Gloves and mittens 
embroidered in any manner, wholly or in chief value of wool. Gloves 
and mittens, knit or crocheted, finished or unfinished, wholly or in 
chief value of cotton. The applicant was the Association of Knitted 
Glove and Mitten Manufacturers, Gloversville, N. Y. That is 
practically the sole industry in that section. They filed their protest 
on August 5, 1949. Action was deferred to study further develop- 
ments November 22,.1949. No action has been taken. 

No. 11, knitted berets, wholly of wool. This is the second applica- 
tion. The name of the applicant is the American Basque Berets, Inc., 
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New York City. The date of the application is November 23, 1949, 
and it was dismissed without formal investigation January 13, 1950. 
No. 12 is woven fabrics in the piece, wholly of silk, bleached, 
printed, dyed, or colored, and valued at more than $5.50 per pound. 
The applicant was the textile section of the manufacturers’ division 
of the Greater Paterson Chamber of Commerce, Paterson, N. J. The 
date of the application, January 5, 1950. It was dismissed without 
formal investigation September 20, 1950. 

They do not even take the trouble to look into some of these things. 

No. 13 is women’s fur felt hats and hat bodies. The Hat Institute, 
Ine., and United Hatters, oe. & Millinery Workers International 
Union, New York. The date, January 24, 1950. The investigation 
was completed and certain concessions were withdrawn. 

Do you import any of those? 

Mr. Rapcuirre. Some of our members do; ves, sir. 

Mr. Reep. No. 14. Stencil silk, dyed or colored: The Albert 
Godde Bedin, Inc., New York City. Date of application, January 
30, 1950, and the status of the application is that it is pending. 

Beef and veal, fresh, chilled or frozen. Western States Meat 
Packers Association, San Francisco, Calif., and Washington, D. C. 
Date of application, March 16, 1950. Dismissed without formal 
investigation June 30, 1950. 

16. Aluminum and alloys, in crude form, except scrap. Aluminum 
in coils, plates, bars, rods, ete. The Reynolds Metals Co., Louisville, 
Ky.; March 24, 1950. Dismissed without formal investigation 
November 21, 1950. 

Aluminum and alloys in crude form (except scrap). Aluminum 
in coils, plates, bars, rods, ete. The applicant in this case was the 
Kaiser Aluminum & Chemical Corp., Washington, D. C.; April 7, 
1950, and it was dismissed without formal investigation November 21, 
1950. 

18. Lead-bearing materials, lead and lead scrap; Emergency Lead 
Committee, New York; May 11, 1950; status pending. 

19. Lead-bearing materials, lead and lead scrap; New Mexico 
Miners and Prospectors Association on behalf of Lead Producers of 
New Mexico, Albuquerque, N. Mex.; May 16, 1950; pending. 

20. Hatters’ fur, or furs not on the skin, pre pared for hatters’ use, 
including fur skins carroted; Hatters’ Fur Cutters Association of the 
U.S. A., New York City; June 22, 1950; investigation ordered January 

1951. 

Is that one of your group? 

Mr. Rapcuirre. No; I do not believe we have any people in that. 

Mir. Reep. Ina great many of those cases, rather than to have to go 
through all of this procedure, the company involved just threw up its 
hands. Of course, we know and will prove before we get through 
here of the injuries that many of these industries suffered. 

That completes what I had to offer. I wanted you to hear why we 
think that more effective means of protecting these people is necessary. 

Mr. Rapeuirrs. | might point out that in spite of the apparent 
complicated procedure, in one case that you listed as No. 13 in the 
women’s fur felt hat business, the investigation was completed and a 
report was sent to the President by the Tariff Commission recom- 
mending an increase in rates, on October 19, 1950. The President 
proclaimed those increased rates on October 30, 1950. 
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Mr. Reep. That was before election; I understand that. 

Mr. Rapcuirrs. I see. I do not delve in politics. 

Mr. Resp. Thank you very much. 

The Cuarrman. We thank you, Mr. Radcliffe, for the statement 
you have made and the information you have given the committee. 

The next witness is Richard G. Hanna. Mr. Hanna, please give 
your name and address and the capacity in which you appear for the 
purpose of the record. 


STATEMENT OF RICHARD G. HANNA, VICE CHAIRMAN, WORLD 
AFFAIRS COMMITTEE, DETROIT BOARD OF COMMERCE 


Mr. Hanna. My name is Richard G. Hanna. I am vice chairman 
of the world affairs committee, Detroit Board of Commerce. Iam also 
general sales manager for the Gray Marine Motor Co. of Detroit, Mich. 

There is no area in the United States with a greater interest in the 
expansion of world trade than the city of Detroit and the State of 
Michigan. The 3-year extension of the Trade Agreements Act is a 
major factor in maintaining and increasing this vital two-way trade. 

The Detroit Board of Commerce represents those firms in Detroit 
that are responsible for the world-wide renown of the term ‘Made in 
Detroit.’”’ These world missionaries of mass production have con- 
tributed substantially to the winning of two world wars. They will, 
when that millennium has been reached, be greatly responsible for the 
establishment of that elusive quality known as peace. The cementing 
of world friendships through increased production and trade is the only 
effective way to promote peace, win friends, and satisfy the wants and 
needs of the peoples of the globe. 

Today the entire world is confronted with the impact of totalitarian 
philosophies and ideologies such as communism, fascism, and social- 
ism. These sterile philosophies have obscured the real revolution of 
our time-mass production. This world-shaking development has 
changed the face of the earth, the habits and customs of all peoples, 
and holds a promise for all for a free and more abundant life. It is the 
only answer to the destructive isms being offered the world today. 

New Detroit-made automobiles, drugs, paints, agricultural machin- 
ery, and other products are far more effective answers to communistic 
and other alien propaganda and lies than all our diplomats, white 
papers, and the many programs the Voice of America could ever 
render, although the latter are doing an admirable job. Our firms and 
our labor must, in the interests of national defense, have access to the 
markets of the world. Unless these markets are likewise afforded 
reasonable entry into our markets, they will not be able to obtain the 
purchasing power to pay for our products. 

During the postwar vears the United States has expended billions 
of dollars in order to pay for the deficit in our world trade in the form 
of foreign-aid programs at a tremendous cost to United States tax- 
pavers. We are committed as part of the cost of world leadership to 
the task of assisting friendly nations in the maintenance of thei: 
economies. It is now a question as to whether this is to be accom- 
plished by Government-controlled international dole programs or on 
a basis of free-enterprise industry-to-industry trade. The latter is the 
only effective method. It is the only way in which we can meet our 
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world responsibilities without placing a staggering burden on the 
shoulders of the American taxpayer. 

The continued prosperity of the State of Michigan and the city of 
Detroit is dependent upon a reasonably free flow of world trade. 
Without imports, this area cannot export. Without exports, our 
economy is threatened. The members of the Detroit Board of Com- 
merce in the vear just ended exported over 1,250 millions of dollars in 
products. Over 900 Michigan firms are engaged in this world trade. 
One out of every seven workers in the city of Detroit is directly 
dependent upon this vital trade for his employment. Many others 
are indirectly affected. 

Over 15 percent of Detroit's production finds its way each year into 
oversea and foreign markets. Statistically this does not loom large, 
but it is great enough to make Detroit the No. 1 producer of industrial 
products for world trade. It is also true that this 15 percent is, in the 
case of many Detroit firms, the difference between prolit and loss. To 
other companies, export markets afford the necessary production to 
permit them to sell, through the savings of mass production, to con- 
sumers at home and throughout the world at lower prices. 

Increased world trade makes it possible for Detroit and Michigan 
firms to invest abroad in wealth-producing facilities. The ‘ Detroit 
progrem’”’ of cooperative investments in money, skills, and techniques 
abroad had materially increased prosperity throughout the world long 
before any Government agency or official had given any thought to a 
‘point 4 program.”” The ‘Detroit program’’ continues, but its con- 
tinued success is dependent upon an ever-increasing free flow of trade 
throughout the world. 

This investment program benefits the nations of the world. It 
results in increased purchasing power, productivity, and proselytes 
to the cause of freedom throughout the world. It is likewise of 
benefit to consumers and labor in the United States. Production 
abroad means greater and more productive production at home. 
These oversea operations are, however, dependent upon the nations 
of the world having access to the United States market in order to 
obtain the necessary dollars to pay for the parts and equipment 
needed to sustain and increase the production in plants abroad. A 
failure in our oversea operations will inevitably result in financial 
reverses at home and unemployment amongst our workers. 

The importation into the United States of numerous products is 
also of vital importance to this area. Without heavy imports of 
commodities and products unobtainable in the United States, our 
chemical, pharmaceutical, automotive, and other industries could not 
continue to operate. Over 300 imported items are needed for the 
production of a single automobile. An increase in the duties on these 
importations will inevitably be reflected in increased prices for the 
United States consumer. 

Since the inauguration of the Trade Agreements Act, the export 
trade of the city of Detroit and the State of Michigan has increased 
steadily from a low of 82 million dollars in 1933 to the present high 
of over 1,250 million dollars. The import trade has likewise increased. 
Attached are charts showing the increases in both export and import 
trade through the Customs District of Michigan since 1900. This 
reflects only a portion of Michigan’s total world trade as many other 
United States ports are utilized. 
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The extension of the Trade Agreements Act for 3 years will make it 
possible for labor and industry in Detroit and Michigan to contribute 
substantially toward the establishment of world peace and the defeat 
of totalitarian ideologies. It will decrease taxes resulting from foreign- 
aid programs and assist the forces of private enterprise both at home 
and abroad. Lt is important to the continued prosperity of labor and 
industry in the State of Michigan. It means lower prices to con- 
sumers and higher standards of living throughout the world. 

Therefore, the board of directors of the Detroit Board of Commerce 
urges the Ways and Vleans Committee to favorably report this bill 
and recommend the 3-year extension of the Trade Agreements Act. 

The CuarrmMan. Are there any questions? 

Mr. Simpson. Do you have any figures on the value of imports into 
the State of Michigan as compared with the $1,250,000,000 of exports 
from that area? 

Mr. Hanna. No; I do not have that figure. 

Mr. Simpson. Do you have a breakdown of that $1,250,000,000 
to indicate of what it is made up? 

Mr. Hanna. That is an approximate figure. It is comprised of 
all the various products manufactured in Michigan. 

Mr. Simpson. What are some of those items? 

Mr. Hanna. Automobiles. 

Mr. Simpson. How much is represented by automobiles? 

Mr. Hanna. I do not have that breakdown with me. 

Mr. Simpson. Have you any idea? 

Mr. Hanna. No; I do not. 

Mr. Simpson. Automobiles; and what else? 

Mr. Hanna. Pharmaceuticals, stoves, refrigerators. 

Mr. Stimpson. Electrical equipment? 

Mr. Hanna. Electrical appliances. 

Mr. Simpson. What else? 

Mr. Hanna. It would encompass practically a very substantial 
bracket of goods. 

Mr. Simpson. Would you rather sell automobiles and pharmaceu- 
tical supplies, and electrical equipment outside of the United States 
or in the United States? 

Mr. Hanna. We would prefer to treat both areas equally, I believe. 

Mr. Stupson. You would be just as satisfied to sell overseas as you 
would within the United States? 

Mr. Hanna. As long as the supply is ample; yes. 

Mr. Srupson. In other words, if as a result of this law or any other 
law unemployment resulted in a certain section so that those people 
could not buy your products, you would just as soon pick up that loss 
overseas? That is what it looks like, from your statement. Do you 
mean that? 

Mr. Hanna. I think that we are dependent—in other words, if we 
restrict the shipment of automobiles to some of the countries which 
supply us with the necessary materials to build them, we might find 
it a little difficult to build the automobiles for anyone in this country. 

Mr. Simpson. My point is, if as a result of this reciprocal trade 
program, unemployment results in a section of Pennsylvania or West 
Virginia, so that you cannot sell your automobiles there, but you can 
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sell them abroad where business has picked up as a result of the laws 
passed here, you would be just as well satisfied to do that? 

Mr. Hanna. Again I would repeat my previous answer. It is a 
matter of economic necessity. If we must trade with other countries 
which supply us with the raw materials that we need to build these 
automobiles; yes. 

Mr. Simpson. Taking the manufacture of these items that you 
have mentioned and comparing them with products imported, there 
is not nearly as much hand labor involved here in this country, is 
there? 

Mr. Hanna. No; most of it is mass produced. 

Mr. Simpson. As to the items that are shipped in, which are used to 
pay the producers of these articles from abroad, they are pretty gen- 
erally made by hand labor? 

Mr. Hanna. A great share of it is raw materials. Raw materials 
is a great portion of it. 

Mr. Simpson. As to the finished products that are shipped into this 
country that make up part of our imports, as compared with the 
finished products that are shipped from your area, the hand labor of 
those articles that are shipped in is substantially greater than the hand 
labor in the articles that are shipped out. 

Mr. Hanna. So I understand. 

Mr. Simpson. Do you consider that it is desirable to import from 
abroad the products of hand labor? 

Mr. Hanna. Generally speaking, hand labor, in the long run, can- 
not compete with mass production. 

Mr. Simpson. | assume that you would object to throwing down the 
barriers and permitting unlimited numbers of men from abroad to come 
and work in this country, would you not? 

Mr. Hanna. I believe that is an immigration problem. 

Mr. Simpson. But if you are going to ship in the results of their 
labor, if you do not object to that, would you object to having the men 
themselves come in and not only do the work here but also consume? 

Mr. Hanna. I am not prepared to discuss the immigration laws 
which permit people to enter the country. 

Mr. Stmpson. That is all. 

Mr. Mason. You stated there were some 300 items necessary in 
the manufacture of automobiles that are imported. I was wondering 
how many of those 300 items were available here? 

Mr. Hanna. Relatively none of them. 

Mr. Mason. I wonder if you would be willing to submit for the 
record a list of those items needed in the manufacture of automobiles 
that have been imported because they are not available? 

Mr. Hanna. We will be pleased to do that. 

Mr..Mason. Thank you. 

(The information requested, when received, will be placed in the 
committee files.) 

The Cuarrman. Mr. Reed. 

Mr. Reep. Mr. Hanna, naturally coming from Michigan, a State 
of the great automobile industry, where you manufacture a great 
many cars, vou would be interested in finding wider market for auto- 
mobiles? 

Mr. Hanna. Iam sorry I did not hear the last part of your question. 
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Mr. Reep. I say for appearing as you do from a great city like 
Detroit, where you produce automobiles it would be natural to expect 
that you would want a larger market for automobiles if you could 
get it. Is that right? 

Mr. Hanna. Yes. 

Mr. Reep. You have laid a great deal of emphasis on foreign mar- 
kets. Some years ago I was invited to speak to an organization in the 
city of Flint, Mich. One of the heads of an automobile concern asked 
me what I wanted to talk about. I said I would not like to discuss 
the tariff question. He asked about the trade-agreements program. 

I said to him I would like to ask you a question—and he was one of 
the top men. I said “Would you rather have a territory of one of 
the prosperous counties in the State of Pennsylvania for the sale of 
automobiles than your market in Europe?” 

He thought for a while and said he would take the county in 
Pennsylvania. A little more effort would have to be made for the 
market in order to keep up our high American standard of living of 
our laboring people in all parts of the United States. 

I think it is only natural to expect you would want a larger market 
for automobiles. 

For instance, Chevrolet, I think it was, had a plant over in Germany 
and when the World War came on they suffered a loss. I was over in 
Sweden, and I recall they had a man trained to handle General 
Motors there, but they had nothing to handle because that country 
is not taking automobiles. 

They are out to make automobiles in France, and to make auto- 
mobiles in Italy, and we cannot blame them. 

Mr. Hanna. For our own personal interest, I believe that the 
automotive industry cannot narrow itself down even to a national 
industry; the automobile industry is an international business, and 
since the supplies we use come from other countries we must trade 
with all other countries, 

Mr. Rerep. Some of the labor organizations are greatly interested, 
apparently, and have indicated that, in the trade agreements program. 
Naturally they are interested in maintaining the high standard of 
living, of wages, are they not? 

Mr. Hanna. Yes. 

Mr. Reep. But the things they pay for the automobiles that are 
sent abroad, which are more or less luxuries over there, that are 
shipped there to pay for the products that are used and which are 
produced at a lower paid wage scale, drag down the standard of living 
of people employed in the making of many other products; the payroll 
is at a low point just because their automobiles have to be paid for 
with hand labor, much of the work done by hand in their own homes. 

Ll am familiar with your situation, and I know the endeavor to 
secure a large volume of markets. 

Mr. Hanna. What would be the effect on our city if we were not 
able to obtain critical materials from some of these countries with 
whom we trade? 

Mr. Reep. You would have no critical materials, and we will have 
none, if we keep shipping them out of this country as we have been: 

Mr. Hanna. The percentage that leaves this country is rather 
small in proportion to the total production. 
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Mr. Reep. It is quite important; I think you are in error, just as 
you were in regard to Japan. We furnished Japan with 98 percent 
of the material that she needed in her production. 

Mr. Hanna. I can assure you that the industry in Detroit is ready 
and willing to wholeheartedly cooperate in directing the materials 
produced to countries that are helping the United States. 

Mr. Reep. | am for maintaining production in this country. 

Mr. Hanna. Unfortunately we cannot depend upon this country 
alone; we must have the raw materials of other countries. 

Mr. Reep. What percentage of the automobiles are sold, in respect 
to what is sold here? 

Mr. Hanna. Less than 5 percent. 

The Cuarrman. We thank vou very much. 

Mr. Hanna. Thank you, Mr. Chairman. 


STATEMENTS OF JOHN C. LYNN, ASSOCIATE DIRECTOR, WASH- 
INGTON OFFICE, AMERICAN FARM BUREAU FEDERATION AND 
GWYNN GARNETT 


The Cuarruay. Will you please give your full name and the capac- 
ity in which you appear for the record? 

Mr. Lynn. John C. Lynn, associate director, Washington office, 
American Farm Bureau Federation. 

I have with me also Mr. Gwynn Garnett who will assist in answering 
any questions that may come up. 

The Caainman. About how much time do you want? 


Mr. Lywwn. It will take about 10 minutes. 

The Crarrman. For both of you? 

Mr. Lynn. Yes. 

The American Farm Bureau Federation is grateful to the Ways 
and Means Committee for the opportunity to testify in support of 
the extension of the Reciprocal Trade Agreements Act. We are 
aware of the committee’s desire to complete these hearings as soon 
as possible and have prepared our presentation accordingly. The 
American Farm Bureau Federation, representing 1,449,715 farm 
families in 46 States and Puerto Rico, has consistently supported the 
reciprocal trade agreements program. Rather than repeat previous 
testimony given by this organization in support of reciprocal trade 
agreements, we refer to the record of the hearings on this subject in 
1948 and 1949. We will quote and explain, very briefly, the resolu- 
tions adopted by the voting delegates at the thirty-second annual 
convention pertinent to this extension, and will cover the strategic 
aspects of the reciprocal trade agreements as an important part of 
our foreign policy in this very critical period. 

These voting delegates adopted the following resolution with respect 
to international trade and trade agreements: 

International trade.—The American Farm Bureau Federation recognizes the 
importance of international trade to the strength of our economy generally, and 
to the strength of our agricultural economy in particular. 

More and more, the world has been moving toward a situation in which govern- 
ments, through bilateral agreements, decide what exports and imports are to be 
made, by whom, in what quantities, and at what prices. The United States 
Government is playing an inereasing role in foreign commerce. With conditions 
as they are in the world today, we realize that the governments must impose 
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certain restrictions in the interest of security. Under state trading policies as 
they are now operated in most countries, the total volume of world trade would 
probably diminish. Under such a system, the United States would probably like- 
wise be forced to ine reasing governmental controls. However, our aim must be 
the increasing use of private enterprise in international trade, and the develop- 
ment thereby of a sound, expanding world trade on a permanent basis. 

The reduction of customs barriers and a freei ‘ing of world trade from the shackles 
of currency and quantitative trade restrictions should be the most important 
objectives of the United States trade policy. These objectives must be considered 
not only in our own economic self-interest, but rather in a firm belief that the 
creation of healthy economie conditions and the development. of strong self- 
supporting economies in the nations of the free world are vitally important to 
our security. If America is to be effective in helping accomplish these objectives, 
we must look realistically at our own trade policies and make the necessary 
changes in order to contribute our part in this endeavor. 

In 1950 the so-called dollar gap has virtually disappeared. This has been 
due primarily to our decreased exports and increased imports. 

We reaffirm our position that, if we are to export at a high rate, we must 
import; however, we insist that all segments of the economy be treated equitably 
in the consideration of our import policies. Agricultural imports and exports 
are very nearly in balance. We believe the nonagricultural segments of our 
economy, as well, must be willing to allow greatly increased imports of consumer 
goods and strategic materials. 

During the period of rearmament, when the supply of consumer goods will 
be limited and materials for defense scarce, we believe increased imports will aid 
in controlling inflation in America, contribute to our defense effort, and, at the 
same time, give friendly nations an opportunity to earn the necessary dollar 
exchange in order to purchase goods from the United States. * * 

Reciprocal trade agreements.—We favor continuation and expansion a reciprocal 
trade agreements, but insist that reciprocity be maintained. This must be ap- 
plicable to all segments of our economy. Renewal legislation should provide 
for impartial prior investigation of the probable effects in terms of monetary 
loss under alternative employment of resources resulting from concessions under 
consideration. We believe the guides within which concessions may be granted 
should be based on impartial scientifie investigations of the Tariff Commission. 
Other safeguarding features such as the escape clause should be continued. * * * 

Trade in strategic materials —Though we are in favor of greater trade, we 
cannot condone the shipment of strategic materials to Communist-dominated 
countries—not only because these materials are needed for our own defense 
effort and economy, but also because they contribute to the armed forces that 
now oppose American soldiers in battle. It is time to review the United States 
policy on trade to determine for the future which policy will best serve the 
interests of free nations. 

We believe the above resolutions, dealing specifically with trade 
and trade agreements, set forth very clearly the viewpoint of this 
organization. It is clear that we favor the extension of the Reciprocal 
Trade Agreements Act and see no objection to a 3-year extension 
as is provided for in H. R. 1612. We will insist, however, that 
reciprocity be maintained in negotiating agreements under this act, 
and that all segments of the economy be treated equitably in the 
consideration of our trade policies. 

We would emphasize the—and I quote from the resolution— 
impartial prior investigation of the probable effects in terms of monetary loss 
under alternative employment of resources resulting from concessions under 
consideration. 

This means that if, in either agriculture or industry, consideration 
is being given to concessions that would lower the import duty for 
an item, the officials making the determination should give consider- 
ation as to what other crops or manufactured articles the facilities 
could be used for and what would be the monetary losses, if any, if a 
concession is made that might result in increased imports. We be 
lieve this point should be considered by the Trade Agreements Com- 
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mittee, the Committee on Reciprocity Information, and the Tariff 
Commission in making their determinations. We are not recom- 
mending that this be made part of the act, but we hope that Con- 
gress might reflect this as being the intent of the law. We believe 
this point could be adequately covered in the Executive order putting 
into operation the extension of the Reciprocal Trade Agreements Act. 

We call your attention to that part of the above-quoted resolution 
dealing with trade in strategic materials. Examples can be cited 
where countries in western Europe have made trade agreements with 
Communist-dominated countries where shipments of critical war ma- 
terial to these iron-curtain countries are involved. Some of the 
countries making these bilateral agreements cannot produce sufficient 
food for their population and are forced by necessity to enter into 
these agreements to supplement their own supplies because they are 
unable to earn dollar exchange. Reciprocal trade agreements help 
them earn dollars and lessen their economic ties with Communist 
states. 

Those nations that we would have join with us in collective security 
must receive essential imports from either the United States or the 
Russian sphere of influence. The trade policy we adopt can either 
orient the economy and allegiance of these nations to ours or alienate 
both to communism. We believe our trade policy must be such that 
will cause these people to orient their economy to ours and to the 
other nations whose aims for lasting peace are similar to those of the 
United States. 

We are spending billions of dollars to strengthen free nations. In 
our position of leadership of the free nations, we cannot adopt trade 
policies without thorough regard to their effect on the strength of those 
nations. To decrease their trade with us would weaken their econ- 
omies and necessitate further gratuitous aid. 

The tide of communism is sweeping the world on the crest of a 
revolt against poverty and economic oppression. At the same time 
our greatest strength lies not in military might but in our ability to 
improve living standards. Our national policy must capitalize this 
great American strength to attack, not the manifestation of com- 
munism, but its cause. The American Farm Bureau Federation be- 
lieves that the extension of the Reciprocal Trade Agreements Act is 
the minimum use we could make of this great American strength as 
an essential weapon against communism in our national self-interest. 

The Cuatrman. Mr. Reed. 

Mr. Reep. Mr. Lynn, where are you located? 

Mr. Lynn. In Washington, D. C. 

The CuarrmMan. In Washington, D. C.? 

Mr. Lynn. Yes. 

Mr. Reep. You are the representative of the American Farm 
Bureau Federation? 

Mr. Lynn. That is right. 

Mr. Reep. Your membership extends over all the country? 

Mr. Lynn. We are in 46 States. 

Mr. Reep. In 46 States. About what is vour membership? 

Mr. Lynn. The total membership is 1,449,715 farm families, and 
membership is on a family basis. 

Mr. Reep. I want to ask you a few questions. I own a farm but 
I am not much of a farmer. I know some of the things that we are 
producing on the farm. 
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The duty on barley was decreased from 40 to 7.5 cents. We raise 
barley up there. The imports reached 126,000 bushels in 1949 
against 71,000 in 1938. Or 12.5 million dollars in 1938 against 
19 million dollars in 1949. 

Do you think that is a good thing for the farmer? 

Mr. Lynn. We know of no ill effect. 

Mr. Reep. You know of no ill effect? 

Mr. Lynn. No. 

Mr. Resp. The duty on oats was reduced from 16 to 14 cents. 
Imports increased from practically nothing in 1938 to 17 million 
bushels valued at 13 million dollars in 1949. Do you think that has 
any effect on the welfare of farmers? 

Mr. Lynn. | think that both of those items, barley and oats, are 
being used to increase our livestock production which is particularly 
needed. 

Mr. Rerp. We have more livestock in this country today than we 
have had at any time for years. 

Mr. Lyxx. But we are still short; the consumers say they need 
more meat than we have. 

Mr. Rerp. Maybe the farmers need to raise more grain to feed 
livestock. 

The duty on rice was decreased from 15 to 6 cents, and imports 
have increased from 1938 from some 12 million to over 41 million a 
year. Do you think that has had any effect on the people raising rice? 

Mr. Lynn. No, sir. 

Mr. Reep. You think that it would be fair to extend the cut on 
barley down to a lower point? 

Mr. Lynn. I would like to say that we are the greatest exporters 
of grain of any nation in the world. 

Mr. Reep. Why should we not be, with the ECA; why should 
we not be? 

Mr. Lynn. We reached that point before ECA, in regard to the 
exportation of grain and other farm products. 

Mr. Reep. Because we made it possible for them to do it. 

Now, with respect to vegetables from Mexico and Cuba; the imports 
increased from 65,000,000 pounds with a value of 1.5 million in 1948 
to over 200,000,000 pounds and 15 million dollars in 1949. 

Mr. Lynn. We exported 2.5 times as much fruit and vegetables 
out of this country —— 

Mr. Reep. The figures that I have show for tomatoes——— 

Mr. Lynn (continuing). And that has not proved to be any great 
disadvantage to us. 

Mr. Rexp. | still believe that these imports were a great disadvan- 
tage to the farmers in this country. ‘That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson. 

Mr. Simpson. I am rather inclined to find your statement construc- 
tive, Mr. Lynn. I believe your federation realizes the big problems 
before the country and this committee, and I think this resolution 
that you have read and that your delegation adopted was a rather 
broad one. It shows a certain amount of indecision and realization 
that the situation is a rather serious one. 
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For example, you insist that all segments of our economy be treated 
equitably and impartially. Then going on down to the reciprocal 
trade agreement, you say: 


We believe the guides within which concessions may be granted should be 
based on impartial scientific investigations of the tariff commission.” 


Mr. Lynn. Yes. 

Mr. Simpson. And you do believe that, do you not? 

Mr. Lynn. Yes. I want to elaborate on that, if I may. 

Mr. Simpson. I hope you will. 

Mr. Lynn. If there is any new idea in these resolutions with respect 
to reciprocal agreement it is that particular one which I requoted. 
And I attempted previously to explain in the statement that this has 
to do with the investigation as to the alternative use that might be 
made of this plan, of this particular manufacturing industry, and the 
reason we have injected that in there is we believe that the Committee 
on Reciprocity Information and the Tariff Commission should take 
that into consideration in making any determinations on concessions. 
And I ean give examples. 

Mr. Stmpson. Your resolution goes so far as to say the limitations 
or concessions to be granted should be based on instructions and 
scientific investigations of the Tariff Commission. 

Now on another page in vour statement here you suggest that you 
would be willing to accept the bill as presented to us, and then you 
go on and say: 

We believe this point should be considered by the Trade Agreements Com- 
mittee, the Committee on Reciprocity Information, and the Tariff Commission 
in making their determinations. We are not recommending that this be made 
a part of the act. 

You say: 

This point could be adequately covered in the Executive order. 

Now, you believe it should be covered? 

Mr. Lynn. Yes. 

Mr. Stmupson. We have had this law in effect, with practically no 
change, for 17 years, and that point has not been covered. Why do 
you believe that after these many vears the time has not come when 
the Congress should specifically provide—— 

Mr. Lynn (interposing). We have no objection—— 

Mr. Simpson (continuing). Let me conclude. Specifically provide 
that the Tar#f Commission do as you suggest in your resolution here 
by making scientific investigations and setting limits within which 
limits can be granted, but let that be in the law, so that the Tariff 
Commission having whittled the tariff down to the danger point, 
could not go below that. Would that not be all right? 

Mr. Lynn. No; we are not in favor of that. We are against such 
a provision being applied——— 

Mr. Simpson. If I may suggest to you, that is what your resolution 
is for. You are worried about that, and I am trying to find out, 
since that is actually expressed in this resolution. 

Mr. Lynn. What this resolution means is, and it was discussed for 
hours before the Resolutions Committee, very thoroughly discussed, 
and what this resolution means on this alternative use, is that it 
that it should be considered by the Tariff Commission, which supplies 
most of the statistical information to the Committee on Reciprocity 
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Information and be considered in making the determination as to how 
far in the negotiations it might be feasible to make concessions. 

However we are opposed to the peril point. 

Mr. Stmpson. Why? 

Mr. Lynn. Because, first, it would absolutely handicap the 
negotiators who went to Tourquay, France, for instance, to which 
these countries would come for concessions, because they would know 
exactly what our bargaining position was at the time that was done. 

Mr. Stupson. May I suggest that the idea of the peril point on 
tariff, with respect to some items, means the point below which, if the 
tariff were cut, it would do serious damage to a segment of our 
American industry. There would be no objection about that 
whatsoever? 

Mr. Lynn. Yes; as we understand the amendment as it was intro- 
duced, it would be public. 

Mr. Simpson. There is no publicity; it has never been made publ ic 
and it could not be made public under the provisions of the law. It 
would be placed before the President and the negotiaters when they 
negotiate, and if it is violated, and under a statement of the recom- 
mendations made by the Tariff Commission, it went below the peril 
point, then the President and only then the President would have to 
tell the American people that the tariff had been cut below whatever 
the Tariff Commission had said was the correct point. Do you 
object to that? 

Mr. Lynn. Yes. 

Mr. Simpson. Why? 

Mr. Lynn. We think that the method followed now with all 
segments of the executive branch of the Government represented ‘on 
the Committee of Reciprocity Information, the Tariff Commission 
being the greater part of that, is the better method, to leave it there 
than leaving the whole responsibility to the Tariff Commission to 
determine the peril point. 

Mr. Simpson. Why do you believe that, when you say you believe 
that the guides within which concessions may be granted should be 
based on impartial scientific investigations of the Tariff Commission? 

Mr. Lynn. The Tariff Commission usually gathers the information 
for the Committee on Reciprocity Information. 

Mr. Simpson. Then you go on further and say that the President 
could issue an Executive order putting that into operation. 

Mr. Lynn. That is right. 

Mr. Stmpson. If the President should then why not let the Congress 
do it? 

Mr. Lynn. We have no objection to including that in the resolution, 
but we do not want that to be construed as meaning that we want the 
peril point in this act. 

Mr. Simpson. After expressing considerable concern about the 
dangers that can arise from an inequitable operation of certain of 
these agreements, vou state: 

We reaffirm our position that, if we are to export at a higher rate, we must 
import; however, we insist that all segments of the economy be treated equitably 
in the consideration of our import policy. 

And you insist that reciprocity be maintained applicable to all seg- 
ments in another place. 
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And after expressing concern about the operation of the law you 

boil this matter down to the Tariff Commission and now you indicate 
you do not believe in the peril point. 
“ Mr. Lynn. The resolution which was read has been somewhat 
similar to a resolution passed during the last 3 or 4 years. We have 
used this as a basis of our contacts with the executive branch of the 
Government and the Tariff Commission. 

Mr. Stmpson. This resolution you now present to us does not repre- 
sent the whole group? 

Mr. Lynn. Yes. 

Mr. Simpson. I am very happy to have it; it is very clear to me that 
the group has expressed itself as being concerned about the operation 
of the law and in favor of some peril point. 

The CHarrmMan. Have you finished? 

Mr. Simpson. Yes. 

The CuatrMan. Mr. Curtis. 

Mr. Curtis. It was my good fortune to visit a local farm bureau 
at a particular meeting when many of these questions under con- 
sideration here were raised. 

Could you tell the committee so we will have it in the record just 
how the Farm Bureau operates in arriving at its conclusions on such 
questions? 

Mr. Lynn. Yes. The American Farm Bureau policy in arriving 
at conclusions is as follows: It originates from the county farm bureau 
and the community farm bureau level. 

For example, beginning in most States, about the middle of July or 
August, af@er the lay-by time, the county farm bureau starts their 
meetings to develop their resolutions. The resolutions are developed 
by the county bureau, and then passed on up to the State, where the 
delegates from each of these counties where the resolutions originate, 
finally adopt those which they think are in the best interest of the 
general welfare. 

Then about the 10th of December of each year 150 voting delegates 
come into the annual convention. ‘The most recent convention was 
at Dallas. ‘They represent the viewpoints of those States in develop- 
ing the national resolution. 

Now we have before this national resolution committee at all times 
a summary of those resolutions dealing with all subjects up for 
consideration. 

So I think, briefly, the resolutions of the American Farm Bureau 
Federation would filter up from the bottom to the national organiza- 
tion. These resolutions at the national convention are read before 
the entire voting delegates and are voted on individually and then 
collectively. 

Mr. Curtis. Who would determine the list of things to be voted on 
in a local Farm Bureau? 

Mr. Lynn. The membership themselves. 

Mr. Curtis. The membership themselves? 

Mr. Lynn. Yes, sir. 

Mr. Curtis. And that is the material which is sent to the State 
Farm Bureau? 

Mr. Lynn. That is right. 

Mr. Curtis. Do vou know, if there was a disagreement, whether 
that was recorded and sent to the State group? gpgpeags 
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Mr. Lynn. I think any member has that right today, but we 
work 

Mr. Curtis. I mean through official channels, from the secretary 
who transmits these resolutions from the local farm bureau to the 
State farm bureau. Do they usually show the vote? 

Mr. Lynn. I do not know of any case where that is done. It may 
be done, but I do not recall it. 

Mr. Curtis. It is your information that they record what the 
majority opinion is? 

Mr. Lynn. That is right. Before a resolution is sent up to the 
State, it has to be passed on by the majority of the people in the county 
who voted. 

Mr. Curtis. Now, the people who vote in the State meeting—are 
they guided by their own best judgment, or by the actions taken by 
their own groups? 

Mr. Lynn. Well, I have been in many State farm bureau meetings, 
and I find there is a great deal of debate by those county voting 
delegates with regard to both State and national issues, and they are 
completely aired on the floor, and a final agreement is reached or a 
vote is taken. Sometimes everybody does not vote in favor of this 
particular thing, but, if the majority vote for it, it is usually accepted 
as the policy of that State farm bureau. 

Mr. Curtis. But I mean in voting do they vote according to the 
dictates from their local farm bureau, or their own opinions? 

Mr. Lynn. No, sir. Thev are supposed to reflect—and I think this 
is true in most ecases—to reflect the opinion of what the county farm 
bureau has decided in their annual meeting. ® 

Mr. Curtis. And then at your national convention, they follow a 
similar procedure? 

Mr. Lynn. That is right. 

Mr. Curtis. Are all of your members in accord on reciprocal trade 
agreements? 

Mr. Lynn. I could not say that each and every individual member 
is, but the majority are. When this resolution was put on the floor in 
Dallas, there was not one dissenting vote of the 150 delegates. 

Mr. Curtis. I have read your statement very carefully. 1 take it 
you would not agree to trade agreements that were so administered 
that rather sizable concessions in agricultural imports were made in 
order to expand American industrial exports. You would not favor 
anything out of balance in that way? 

Mr. Lynn. We would like for all segments of the economy to be 
equitably treated. In other words, it might mean we would give more 
concessions in agriculture, for example—lI do not say it is true—than 
would be given in industry; still, that might be equitable treatment. 
What we are saying is that all segments of the economy should parti- 
cipate in those concessions, and all the concessions should not be made 
by industry or agriculture. 

Mr. Curtis. Now, take the Western Hemisphere: there are a great 
many competitors of the American farmer; are there not? 

Mr. Lynn. Yes, sir. 

Mr. Curtis. But not so many very great competitors of America’s 
heavy industries? 

Mr. Lynn. I think generally speaking we are just about as efficient 
producers of agricultural products as teaentey is of industrial products. 
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However, if I might use this as an example, an American G. E. re- 
frigerator is just so much different from any other kind you see in the 
world that it is superior; whereas a bushel of wheat produced in 
America of the hard type and a bushel of the hard type from another 
country are about alike. 

Mr. Curtis. In other words, agricultural products are more 
sensitive to world prices than many industrial products? 

Mr. Lynn. I think that is right. I think that is generally true. 

Mr. Curtis. Have the administrators of the reciprocal trade 
agreements ever lowered the tariff on steel? 

Mr. Lynn. I do not know that. 

Mr. Curtis. Do you believe the tariff does have a place in certain 
situations as a needed instrument for the protection of American 
Agriculture? 

Mr. Lynn. I think so. 1 think in certain cases it is necessary, and 
we feel section 22 of the Agricultural Act of 1948 gives very ample 
protection for American agriculture, where the Congress has decided 
to enter into some price-support program or market agreements pro- 
gram, where we are using public money to finance the thing. We see 
a need there of perhaps limiting imports. 

Mr. Curtis. That applied to the potato situation you read so much 


about last year; did it? 
Mr. Lynn. Well, the potato situation is not a good one to talk 


about. 

Mr. Curtis. But you have to hear about it. 

Mr. Lynn. Yes, sir. You have to face those rotten eggs once in 
a while. The potato situation that has given us so much trouble or 
given us so much publicity, I think, is the Canadian potatoes coming 
into the United States. I think we could make a point there as 
covered in our statement. 

Now, potatoes from the United States going into Canada pay a 75- 
cent duty per 100 pounds; potatoes coming from Canada to the 
United States on a quota of 3.5 million bushels pay a 37.5-cent duty. 
There is a case where we believe that reciprocity should be considered 
in these trade agreements. We are not saying that the duty should be 
raised to this level in Canada. But take Maine for example: There is 
just an imaginary line between Maine and Canada, and potatoes are 
split right down the middle of the area; therefore, the duty from one 
place to another should be the same. 

Another example to illustrate that is apples. In the case of apples 
from Canada to the United States, the duty is one-quarter of a cent a 
pound; in the case of apples from the United States to Canada, it is 
three-quarters of a cent a pound. Now, again the same thing would 
aprly. 

\.r. Curtis. And you had situations like that in mind when you 
stated it should be reciprocal? 

Mr. Lynn. That is night. 

Mr. Curtis. Of course, reciprocity is not a part of this program. 
It is not in the title; it is not in the act. It is something to talk about, 
but there is nothing in the act requiring reciprocity or even declaring 
a policy of reciprocity, I believe. But I agree with you that those 
situations do call for similar treatment on both sides of the line. 

Now, we hear also considerable about the importation of dried eggs 
from Communist-held China. What is your position in regard to 


that? 
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Mr. Lynn. The importation of dried eggs from China was a very 
small thing, but at the time it was happening we contacted both the 
State Department and the Department of Agriculture and said that 
it was not good for our reciprocal trade agreements program to let this 
continue—not because of the fact that the volume of eggs would 
greatly compete with American eggs but that the principle of the thing 
was wrong. Therefore, we objected to that one on the basis that 
China at that time had gone over with the Communists and we did 
not feel like they should be earning any of our dollars in connection 
with those dried eggs. 

Mr. Curtis. Would the same principle apply to the agricultural 
imports of hams from Poland? 

Mr. Lynn. We have not taken any position on that particular 
one. I think the same principle would apply in that Poland has 
cast her lot with the Communists. But, as to actual competition 
with the hams here in the United States, it is nil. I mean that would 
not be the reason we would object; it would be on the principle that 
we do not want to give Poland any help so long as they are in the 
ring they are in. 

Mr. Curtis. Now, I would like to get your idea on this. In the 
case of an agricultural commodity where the price is not supported 
by the Government, does it take a sizable volume of imports to affect 
the price? 

Mr. Lynn. As I said earlier, on agricultural products I think the 
price is reflected very much by a very small percentage increase in 
supply, due primarily to the season. For example, if at the height 
of the lettuce season, let us say, in Florida, Cuba decided at that time— 
in other words, if we are right up to the breaking point, we can supply 
the demand—if Cuba at that time sent in a boatload of lettuce, 
although it may be only 3 percent of our supply, it could lower the 
price very drastically. 

Mr. Curtis. In other words, that could happen, so that the seller 
who offers it at the lower price is the one who sets the price for all, 
is that right? 

Mr. Lynn. At the height of the season of agricultural products, I 
think that is correct. 

» Mr. Curtis. In our tariff policy, do you think we should take into 
account seasons and times of peak production and surpluses? 

Mr. Lynn. Yes, sir. And we have taken the lead in the Farm 
Bureau that the State of Florida takes and California in trying to sit 
down with Mexico and Cuba to work out that very thing within the 
framework of the reciprocal trade agreement; that is, to say, “Look. 
It is not good for you; it is not good for us, either, if you flood our 
market with tomatoes,” let us say, ‘“‘at the height of the season. There- 
fore, since we are Operating in most cases under the marketing agree- 
ments program, where we regulate the flow into the market so as to 
have a regular marketing season, we would like you to do the same 
thing.” And, surprisingly enough, those countries are quite willing 
to sit down and negotiate with such an organization as ours within 
a framework such as that. And the State Department and the 
Department of Agriculture are very much in accord with that pro- 

cedure. 

Mr. Curtis. Do you have in your membership many fur farmers? 
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Mr. Lynn. I am sure we do in northern Michigan and that vicinity, 
but I am not at all sure of that. 

Mr. Curtis. Has your group given any attention to the fur imports 
from Russia? 

Mr. Lynn. We have not taken any action in regard to that. 

Mr. Curtis. Now, in reference to the proposal in your paper that 
consideration be given to what new uses could be made of land and 
other facilities that are displaced by reason of imports, would you give 
us a case illustration of what you have in mind? 

Mr. Lynn. Yes, sir. One case that would illustrate this point is 
black-eyed peas. The producers of black-eyed peas—and it was in 
California about 3 years ago—were screaming bloody murder about 
the importation of black-eyed peas. They claimed in some cases 
that the importation of black-eyed peas forced them out of business. 
But those people have gone into the production of cotton, and they 
find it much more profitable, much more satisfactory, to raise cotton 
than they did to raise black-eyed peas. 

Now, there is a case—and it is only one—where consideration might 
be given by the committee on trade agreements as to what other 
alternatives does this man have in regard to the use of this land. In 
this case it might have been determined that he could plant cotton, 
which is in great demand just now. 

Mr. Curtis. Did they switch from black-eyed peas to cotton by 
reason of the Government’s demand? 

Mr. Lynn. I am not sure they did, but at least that is what they 
said they did. 

Mr. Curtis. Now, if certain imports which come about by reason 
of encouragement through the trade-agreements program call for a 
decreased production here of 10 percent, either in an agricultural 
crop or a manufactured article, who shall determine which 10 percent 
of the facilities shall switch to a new product? 

Mr. Lynn. If I understand you correctly, it is being considered 
that we should import 10 percent more of a particular item that we 
are producing, and you want to know who should make the deter- 


mination. 

Mr. Curtis. Yes. 

Mr. Lynn. I think the Trade Agreements Committee—and when 
I say “Trade Agreements Committee,” that includes the Tariff 
Commission, because they are a very important part of that. If they 
approach that on a scientific basis, as we have outlined here, they 
could determine whether or not that should be limited to 10 percent 
or may be limited to 2 percent, because they might determine, if this 
is done, it will put the producers producing 8 percent of this material 
out of business and they have no alternative to which to go. I mean 
there is no alternative use for the manpower and for the resources. 
However, a lot of times we have tariffs that are supporting ineflicient 
producers of products, and we do not mean to imply we favor that. 

As an example, there is one State that is devoting a great deal of 
money and effort in trying to promote the production of Turk’sh 
tobacco—a product which we have always imported from Turkey, 
which is a friend of the United States. We are greatly dependent on 
her now. I think that State would be far better off in devoting its 
resources and land to an increased production, let us say, of meat and 
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milk and let Turkey, which can produce this crop very efficiently, 
continue to be our source of supply. 

Mr. Curtis. Of course, that situation is quite different from taking 
away a portion of the production here. 

Mr. Lynn. Of course, we would not recommend that an import 
duty be lowered to the extent where it would put a manufacturer out 
of business or put a farmer out of business, with no alternative uses 
to which he could put his resources to make as good a living, let us 
say, as he was making prior to this concession. 

Mr. Curtis. How would you define-an inefficient producer? 

Mr. Lynn. You mean as applied to agriculture? 

Mr. Curtis. Well, to agriculture or industry, either. 

Mr. Lynn. Applying it to agriculture, 1 have grown cotton all my 
life, as you can more or less tell. I guess, from my brogue. I think a 
oerenpe who is now, under the improved technological advanges we 

ave, still producing 250 pounds of lint cotton per acre is an inefficient 
producer. But nothing you can do in the way of tariffs, price-support 

rograms, or anything else can ever help that man make a decent 
iving. It may be his land has not been improved, and there are a lot 
of things that can be attributed to. In other words, we cannot base 
our tariff policy on his inefficient production. 

Mr. Curtis. What countries compete with us in the production of 
that cotton? 

Mr. Lynn. Of course, in short-staple cotton we do not have too 
much competition. We have some from Mexico, Brazil, India, and 
Pakistan that do produce cotton, but the great part of that is long- 
staple cotton, of which we have a limited production here. 

Mr. Curtis. How does that inefficient producer in this country 
compare with the efficient producer in a foreign country? 

Mr. Lynn. I suspect if you consider the man-hours involved per 100 

unds or on any basis you want to put it, compared with this fellow 
in India, he would be a much more efficient producer than the fellow 
in India. 

Mr. Curtis. How about the others? 

Mr. Lynn. Or Mexico or most any of the other countries that 
produce cotton, using that as an example. 

Mr. Curtis. You would measure an inefficient producer with 
American producers rather than foreign producers? 

Mr. Lynn. That is right. 

Mr. Curtis. That is all. 

Mr. Mason. Mr. Lynn, you state you are opposed to peril points; 
is that right? 

Mr. Lynn. That is right, sir. 

Mr. Mason. You do not consider, then, that peril points act the 
same as preventive medicine, while escape clauses only act as curative 
medicine after the damage is done; is that right? 

Mr. Lynn. No, sir; I would not agree with what you said. 

Mr. Mason. You would not agree to that? 

Mr. Lynn. No, sir. 

Mr. Mason. Is it your impression that the Tariff Commission is a 
part of the Trade Agreements Committee? 

Mr. Lynn. You mean whether the Tariff Commission is a partici- 
pant in the Trade Agreements Committee? 

Mr. Mason. Yes. 
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Mr. Lynn. Yes, sir; they are. 

Mr. Mason. Well, it is not my impression that the Tariff Com- 
mission has any representative, as a Commission, on the Trade 
Agreements Committee. 

Mr. Lynn. Well, I think they do. 

Mr. Mason. There is one member who is selected from the Tariff 
Commission who sits with the Trade Committee, but he represents 
himself and himself alone and not the Tariff Commission. So, under 
that scheme, you cannot say that the Tariff Commission is represented 
on the Trade eements Committee. And that is the fact of the 
case. We have had testimony and testimony to that effect. 

Mr. Lynn. Then I would certainly hope he would be made a part 
of the Trade Agreements Committee, with authority to express the 
viewpoint of the Tariff Commission. 

Mr. Mason. That is the main trouble with these reciprocal trade 
agreements—the hopes we have and the wishful thinking we have. 
But the actual facts are not so. And the most impersonal, scientific 
part of this whole thing is the Tariff Commission. ‘That is a scientific 
board; it is an impersonal board; it is a nonpartisan board. Yet its 
opinions are disregarded in 90 percent of the cases that have come 
before the Tariff Commission. They are just simply disregarded 
because they have no political significance. And that is our trouble 
with the reciprocal trade agreements. 

Now, you kind of argue that if I have been growing black-eyed peas 
and a reciprocal trade agreement puts me out of business because it 
permits imports, then I should turn to cotton planting out there in 
California. 

Mr. Lynn. Well, in this particular case it proved more profitable 
to the farmer to do that. I do not want to say that the lowering of 
the tariff on black-eyed peas was necessarily the cause of his shifting. 

Mr. Mason. No; we are just using that as an example. 

Mr. Lynn. As an example; yes, sir. 

Mr. Mason. Then, according to that theory, using it just as an 
example, we would have the Trade Agreements Committee absolutely 
telling me, indirectly, that I had better change my business. But I 
have grown black-eyed peas all my life; I do not know anything else 
and do not want to learn anything else, and now, in order to make a 
living, I have to turn to cotton. Do not you think that is a kind of 
bureaucratic complex we are up against in this day and age—that the 
Government must tell all of us what we should do? 

Mr. Lynn. No, sir. I would not recommend the Government 
telling the man he must do that. But based on the county agent’s 
advice and the outlook for the material with regard to the price for 
this particular commodity, he would understand the economics of 
the thing well enough to do it through his educational process and 
not by Government edict. 

Mr. Mason. I think you are right there in theory, but when the 
Government’s action forces him to do certain things—for instance, 
this man who only grows 250 pounds of cotton to the acre, which is 
very inefficient in this day and age—if that is what he wants to do; 
if he is satisfied with that, why should a bureaucrat step in and say 
“No; you have to produce 500 pounds now or get out,” like they are 
doing in England today? 
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Mr. Lynn. Sir, nothing I have said here, I hope, indicated we were 
for anything like that. 

Mr. Mason. Well, that is exactly what they are doing in England 
today. 

Mr. Lynx. Well, we are not for what they are doing in England 
today. 

Mr. Mason. And I am afraid we are coming to that way. 

Mr. Lynn. I hope not, sir. 

Mr. Martin. Mr. Lynn, I commend the Farm Bureau for taking 
cognizance of the situation in strategic materials which you place in 
your resolutions. I think a little more interest of that kind may have 
some desired effect here in Washington. 

I notice your resolution is directed entirely to the shipment out of 
the country of strategic materials to communist dominated countries, 
and that, of course, is the immediate problem of greatest importance. 

Now, the agricultural field in America has very few items in the 
field of strategic and critical materials. The most important one, in 
my own judgment, is the item of wool, and you know and I know there 
is a very serious situation regarding our production of wool in this 
country. That was not carried on the Munitions Board list of 
strategic and critical materials between December 31, 1949, and 
December 14, 1950, but the reason for that is something other than 
the importance of the item. Wool was placed on the stockpile list on 
December 14, 1950. The Chairman of the Munitions Board an- 
nounced this at a press conference on January 3, 1951. My own 
observation is that the Munitions Board did not want to work with 
wool, so that they arbitrarily struck it off their list of strategie and 
critical materials. It was on there when | started my work in this 
field on the Military Committee some 12 years ago when wool was 
listed as a strategic material and the strategic list carried only 17 
items. 

Now, with regard to the wool situation, I am alarmed by the 
reports coming in from my papers in Iowa. 

Here is one from the Donnellson Keview of January 18, 1951. It 
repeats what has been in the papers out there considerably in the last 
few weeks. I will read this article: 


Ser Furt#er Drop in Unitrep States Woot Propvuction 


Another drop in United States wool production is expected for 1951. Iowa 
State College marketing specialists report an estimated decrease from last year’s 
production of 2 million pounds of wool on a clean basis. 

This would mean that about 109 million pounds of wool on a clean basis would 
be sheared this year in the United States. But our consumption will be around 
410 to 449 million pounds, according to marketing specialist E. N. Francis. The 
Armed Forces will account for nearly one-eighth of this amount. 

So it looks like another year of large imports, with domestic producers falling 
far short of the national need, despite a wool price climb of 57 percent in the last 
year. Francis thinks prices will probably rise even more during the next 12 
months. 

He hopes that foreign countries will take care of our wool deficit again in 1951. 
This looks like a favorable solution to our shortage, because in 1951, total world 
production is expected to climb 5 percent above the prewar average. This 
estimate was made by representatives at a London meeting of the International 
Wool Study group. 

Australian wool output has risen sharply during the past 3 years due mainly 
to arecovery from heavy drought losses. Serine the past 5 years world production 
has exceeded consumption, Francis says. The international wool group expects 
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production to keep up with consumption for 1951, if wool consumption doesn’t 
increase too much. 

Then in the Christian Science Monitor for January 22, 1951, there is 
another article I want to read: 


Woot Boom Puts Sovurn Arrica oN SmMooTHER Roap 


South Africa’s economy has jolted out of the ruts and is launched on a smoother 
road—thanks largely to the current world wool boom. 

South Africa’s share of the world’s wool receipts for this season is now almost 
certain to be $200,000,000—which is more than half as much as the Rand gold 
mines, which are the biggest in the world, will produce in the same period. This 
figure is $75,000,000 higher than the highest hopes at the start of the season. 

The wool boom has certainly been accompanied by recovery in many spheres. 
The over-all picture of the trade balance is improving. New factories are being 
established once more. Investment money is flowing in from overseas. 

Then on page 1 of the Washington Post of Sunday, January 21, 1951, 
there is an article about the report prepared by the Commodity 
Exchange Authority of the Department of Agriculture, calling atten- 
tion to the fact that wool tops, May 24—June 24, stood at $1.99%. In 
December 1950, they were at $3.60, and the price last Thursday was 
$4.005. That is the highest price since production records were 
started by the CEA in 1931. 

This reflects the state of the Nation’s sheep herds, the lowest in 
numbers since records were started at the close of the Civil War. 

That is fine for increasing the volume of international trade and for 
point 4 encouragement, but my question to agricultural America is 
this: Suppose we get into a shooting war in which the opposition has 
snorkel submarines operating on the high seas. Can agricultural 
America guarantee that we can supply wool clothing for a suddenly 
expanded Armed Force to fight the battles in 20 below zero weather 
in the foxholes of Korea and possibly elsewhere? 

Mr. Lynn. Well, that is a hard question to answer. 

Mr. Martin. It is awfully hard. I do not want to be unfair to 
vou, but I want to emphasize this point, because of your recommenda- 
tion on strategic materials in your resolution. 

I want to point out as effectively as I can to agricultural America 
here and now that we are facing a very serious situation in our domestic 
self-sufficiency in the light of the figures and the data I have just pre- 
sented to you, which are current today, this week, in our papers, and 
the situation is critical. 

I do not like to face what General Marshall is telling us in another 
committee here, as to the number of boys he is contemplating sending 
into Korea, and at the same time face the situation today in the matter 
of furnishing them the clothing they need without doing something 
about it. Wool is a strategic material that is of vital importance, and 
one to which agricultural America can give some pretty careful study. 

I wish that your organization would devote some attention to that 
strategic or ciritical item to the end that domestic production is 
increased. 

Mr. Lynn. Sir, if I might point out, in 1948 and again in 1949 and 
again in 1950, we recommended by resolution that the Munitions 
Board, or whatever board should begin stockpiling some of these 
critical materials, consider one of them as being wool. 

Mr. Martin. I know that. I wanted to bring that out. You 
know what happened, do you not? 
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Mr. Lynn. No, sir. I know that they did not. 

Mr. Martin. The Munitions Board does not like to handle wool. 
We had a large supply of wool in this country until quite recently. 
That was unloaded. 

The snorkel submarines could have us completely at their mercy in 
the matter of wool supply, if they start plying the seas shooting in our 
direction right now. As I stated above, our sheep population has 
been reduced to the lowest number since records were started at the 
close of the Civil War. 

I have not put other material in here, which I have, consisting of 
letters from my sheep men. They are worried, in spite of this increase 
of price, about what to do. You know that. The sheep situation in 
Iowa and throughout the United States is not a happy situation. 

Mr. Lynn. Sir, I know you are supposed to be asking the questions 
and I am supposed to be answering them, but could I ask you one? 

Mr. Martin. Yes. 

Mr. Lynn. Do you think the trade agreements program has had 
something to do with the decrease in wool production? 

Mr. Martin. Two years ago Mr. Clayton found it necessary to dash 
back here from Geneva. It would be well for you to study what one 
of his interests was. It was not far removed from this field I am talk- 
ing about. 

The cut in the tariff on wool agreed to at Geneva in 1947 has not 
helped American wool producers and it has helped foreign wool pro- 
ducers. 

I have had very little encouragement from the officials in charge of 
the reciprocal trade program in building the self-sufficiency of America 
in wool; and the figures show the wreckage, in spite of my efforts to 
encourage increased production of wool in America. 

Of course, my hope is that the reciprocal trade program might be 
so administered and so carried out as to encourage the reconstruction 
of some degree of self-sufficiency in wool. It 1s a responsibility of 
agricultural America to take up that problem and see if we cannot put 
our shoulders to the wheel and get a solution. If there is one strategic 
or critical item that agricultural America is accountable for it is self- 
sufficiency in our domestic supply of wool. You cannot achieve that 
with an alarmingly decreasing sheep population. That is exactly the 
path we are traveling. 

There is one other field I want to touch on. I just pick this up 
because of your inclusion of strategic materials in the resolution. I 
commend you for your interest in the matter of strategic materials. 

This other item is in the field of fats and oils, and I do not have the 
figures here for that. However, I call your attention to the fluctua- 
tion in the price of lard in the years following World War IT, which was 
anything but stable. You know that. 

Mr. Lynn. Yes, sir. 

Mr. Martin. We have a great field to give study and consideration 
with regard to fats and oils, if we are to stabilize that market. Of 
course, you know how close that comes to my district, the highest 
hog-producing district in the world. I am decidedly interested in the 
stability of the fats and oils market, the price of lard and its effect on 
the price of hogs, and some means to stabilize that great industry. 

! have not put these comments to you in the form of a question. 
I am not trying to do more than give you a charge that comes to my 
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mind, because you have taken cognizance of the strategic materials 
field in your resolution. 

Mr. Lynn. Yes, sir. 

Mr. Martin. That is all. 

Mr. Mitts (presiding). Mr. Lynn, will you remain in the room 
until Mr. Reed returns? 

Mr. Lynn. Yes, sir. 

Mr. Mutts. Mr. Lynn, will you return to the witness stand, please. 
Mr. Reed, of New York, has some questions. 

Mr. Reep. This will be very brief, Mr. Lynn. From your point 
of view, of course, you have made a nice statement. I do not want 
you to get the impression that I am hostile to everything you say. 
I would like to ask you this, however: Do you recall the tariff reduc- 
tions on farm products I brought out earlier? 

Mr. Lynn. Yes, sir; I recall that. 

Mr. Reep. Would you feel the same toward those reductions and 
other reductions of farm products, if it were not for the price support 
a ag yl Would you then feel the same toward imports? 

Mr. Lynn. Well, sir, I do not know whether you are familiar with 
our position with regard to price supports or not. 

Mr. Reep. I would like to know. 

Mr. Lynn. The American Farm Bureau Federation, since 1947, 
has urged a different system of price supports than what we have been 
operating under since the war, which would be at a lower level, de- 
pending on supply and demand, than they are fixed now. I think 
our position with regard to reciprocal trade agreements would be the 
same. 

Mr. Reep. If there were no price supports? 

Mr. Lynn. That is right. 

Mr. Reep. You realize, of course, that when we make these con- 
cessions under the most-favored-nation clause they apply to all 
countries, Russia and all the satellites; and, in fact, the countries of 
the word? You know that? 

Mr. Lynn. No, sir; they do not. 

Mr. Reep. Yes; they do. 

Mr. Lynn. They do not, do they? 

Mr. Reep. Yes. 

Mr. Lynn. The most-favored-nation clause is just for those people 
who are members of the general agreement on tariffs and trade. 

Mr. Reep. You are quite mistaken. 

Mr. Lynn. Sir? 

Mr. Reep. I am sorry, but you are quite mistaken. It applies 
to the other countries as well, whether they are a part of it or not. 

I want to call your attention to the fact that Russia is going to do 
this: She is shipping vast quantities of wheat into Egypt, and has 
been, and she is doing it for the long staple cotton, which we desper- 
ately need, and still we cannot get the necessary long staple cotton. 
I mention this because you say you are a cotton man, or are familiar 
with cotton. 

Mr. Lynn. Right. 

Mr. Reep. I just want to bring out those facts; that is all. 

Mr. Lynn. All right. 

The Cuarrman. Mr. Lynn, how long have you been associated with 
the Farm Bureau Federation? 
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Mr. Lynn. Slightly over 3 years, sir. 

The CuarrMan. Slightly over 3 years. Did you have any special 
knowledge of the conditions of the farmers, and the effect that tariff 
laws had on agric ulture prior to 1934, when we adopted the reciprocal 
trade policy? 

Mr. Lynn. Sir, I began as a county agent in 1933. I did have some 
knowledge of it, sir, but not as wide a knowledge as I do now. 

The CuarrmMan. You know something then about the conditions of 
the farmers, and the effect of the tariff laws as they related to agricul- 
ture back under the Smoot-Hawley and Fordney-McCumber tariff 
laws? 

Mr. Lynn. Yes, sir. 

The CHainman. Comparing the conditions of the farmers under the 
tariff policy then and the tariff policy under the reciprocal trade policy 
adopted in 1934, which would you say is more favorable and more 
beneficial and sounder for the entire economy of the country, the old 
tariff policy or the present tariff policy? 

Mr. Lynn. Without a doubt, sir, the present policy is not only best 
for agriculture but it is best for the whole United States economy and 
for the world. 

The Cuatrrman. I believe you said that there were several million 
farm families that belonged to the Farm Bureau Federation. 

Mr. Lynn. That is right, sir. 

The Cuarrman. I do not know, but it would seem to me that for 
those who sit in Washington trying to make laws, not in direct 
contact with the farmers—for what little farming we do, if any, is 
by proxy —we would be assuming quite a good deal to say that we are 
in a better position to know the effect of the rec iprocal trade policy or 
any other laws on the agricultural economy of the country than those 
who are speaking for agriculture or those who earn their living by the 
sweat of their brows in daily contact with agriculture and farm prob- 
lems. I would not want to assume that myself. 

Mr. Lynn. We appreciate that trust, sir. 

The CuarrmMan. Are there any further questions? 

Mr. Reep. I might just make an observation. 

The Cuarrman. Mr. Reed? 

Mr. Reep. In regard to the chairman’s reference to the condition 
of the farmers in the early 1930’s and now. It might be pertinent to 
mention the size of the debt caused by much of the attempt to raise 
the standard of living of the entire world in financing wars as we have 
had to do under this administration. 

The CuarrmMan. Does the gentleman think that has had a direct 
relation to the problem right now under consideration, of the trade 
policy? 

Mr. Ruep. Yes; I do. 

Mr. Foranp. Mr. Chairman? 

The Cuarrman. Mr. Forand. 

Mr. Foranp. I think it is pertinent at this point, if we are going to 
mention the national debt, to also mention the national production 
and the national income. 

The CuarrMan. If there are no further questions, we thank you, 
Mr. Lynn. 

Mr. Reep. I might mention inflation, you know. 
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Mr. Mitts (presiding). The next witness is Mr. George R. Nelson. 
Mr. Nelson, will you give your name and address and the purpose of 
your appearance for the benefit of the record, please. 


STATEMENT OF GEORGE R. NELSON, GRAND LODGE REPRESENT- 
ATIVE, INTERNATIONAL ASSOCIATION OF MACHINISTS, 
WASHINGTON, D. C. 


Mr. Netson. Ny name is George R. Nelson. I am a grand lodge 
representative for the International Association of Machinists. My 
address is the Machinists’ Building, Ninth and Mount Vernon Place, 
Northwest, Washington 1, D.C. 

Mr. Chairman and members of the committee, the International 
Association of Machinists appreciates the opportunity to appear before 
this committee today and present our views on H. R. 1612 which 
proposes to extend the Trade Agreement Act for a period of 3 years. 
At the very outset 1 wish to emphasize that we have more than a 
passing interest in this subject and its future determination by 
Congress. The 575,000 members of our association are employed in a 
wide cross section of American industry. We have over 12,000 
collective-bargaining agreements covering approximately 250 industry 
classifications. It is, therefore, obvious ‘that trade agreements which 
regulate imports and exports can, and do, affect both directly and 
indirectly the standard of living and employment of our members. 

It has long been recognized by our association that to promote a 
high level of industrial activity and employment in this country, it is 
essential that two-way international commerce be expanded. 

For the general economic welfare of our country, it is essential that 
we import necessary raw materials for United States industry and 
goods for United States consumers under a well-regulated reciprocal 
trade program. ‘This program is also essential to foreign countries 
so they can broaden their markets to get more dollars with which to 
purchase American goods. 

History proves that the protective tariffs which were in effect 
during the 1920’s and early 1930’s did not accomplish their intended 
purpose. During this period of our history when the tariff rates were 
at their highest point, they failed to provide stable employment or 
higher wages for American workers nor did they protect jobs and 
wages of our workers during the depression period of the early thirties. 

Today, the critical and delicate world situation makes our trade 
relations with foreign countries more important than ever before in 
history. In keeping with our general national policy of political and 
economic cooperation with the democratic forces of the world, it is 
necessary to continue and strengthen our reciprocal trade program as 
a part of our effort to combat the forces of Communist imperialism 
which have disrupted the peace of the world and threaten the political 
and economic stability of our democratic allies. 

In the interest of peace and to strengthen the foreign democracies, 
Congress adopted the Marshall plan, the North Atlantic Pact, the 
point 4 program, and the military aid program. The International 
Association of Machinists favored the adoption of each of these 
programs. We were the first major labor union in this country to 
publicly endorse the Marshall plan when it was first made public. 
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ledged our support to that plan and since the establishment of 
oe oboe we have continued to give wholehearted support to its 
operations and to its continuance until the job which it seeks to 
accomplish has been fulfilled: 

The Trades Agreement Act, although passed by Congress in 1934, 
is today equally important in our international relations. This act 
delegates to the President the authority to adjust United States’ 
tariff rates either upward or downward to the extent of 50 percent 
of the rates in effect on January 1, 1945. Its purpose is to expand 
United States’ foreign trade, both exports and imports, by reducing 
the barriers that impede the flow of goods between the United States 
and foreign countries. 

Many trade agreements have been concluded on a reciprocal basis 
whereby foreign countries have lowered their barriers against American 
goods in return for equivalent reductions by the United States. 

These trade agreements authorized by the act have stimulated for- 
eign commerce and brought to the American consumer certain prod- 
ucts which may have betn more expensive if there had been no trade 
agreements program. 

The benefits of the program to foreign countries have been equally 
beneficial as they have tended to broaden their markets and give them 
more dollars with which to purchase American goods, thus making 
them less dependent on American grants and loans and also better able 
to help raise their standards of living by their own effort. 

Since the Trade Agreement Act was adopted by Congress in 1934 
and during the period in which it was renewed six times, it has allowed 
our reciprocal trades agreement program to provide a method of free- 
ing international trade from restrictive barriers. The act has also 
become an important symbol to the rest of the world of American will- 
ingness to lead in the elimination of the barriers to world trade. It 
affects an area of international relations about which other countries 
are particularly sensitive because of the importance of the United 
States in world trade and the slowness which they believe we have 
moved in lowering of our own tariffs. 

However, in support of the trades agreement program we must 
recognize the need of safeguards to American labor. Specifically we, 
in the International Association of Machinists, are opposed to the 
importation of goods into this country when those goods are manufac- 
tured under conditions and standards that are so much more unfavor- 
able than the conditions and standards enjoyed by workers in this 
country. The American workers have fought and struggled for many 
years to attain the conditions and the wage rates that prevail ge nerally 
in industry in our country today. We want to retain and, in fact, 
further improve those conditions and wages. At the same time we 
want, in all sincerity, to assist our neighboring countries with whom 
we have friendly relations to regain their economic stability as quickly 
as possible. 

We urge that in the process of reaching reciprocal trade agreements 
which will affect the labor standards of our workers, labor should be 
accorded an appropriate and adequate opportunity of presentation 
and effectual representation. 

In conclusion, we respectfully request your committee to favorably 
report H. R. 1612 and appeal for action by Congress so this act will 
not expire on June 12, 1951. 
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In the light of world conditions which we face today and the deci- 
sion to postpone consideration of the proposed International Trade 
Organization, which has been agreed to by representatives of 53 
countries at the United Nations’ Conference on Trade and Employ- 
ment at Habana in 1948, it makes renewal of this act more significant 
than ever before. 

Repudiation of this act now would only help to undermine the 
confidence of the peoples of the free world in the long-term intention 
of the people of the United States to assist them in constructively 
building toward a more prosperous world. In addition, if we expect 
them to join us as a part of an arsenal of democracy for a free world, 
then we cannot shut the door to their opportunity of improvement 
through world trade. 

I thank you. 

Mr. Miuus. Thank you, Mr. Nelson, for your statement and the 
information given the committee. 

‘The next witness is Mrs. Oscar M. Ruebhausen. 

Mrs. Ruebhausen, please give your name and address and the 
purpose of your appearance for the benefit of the record. 


STATEMENT OF MRS. OSCAR M. RUEBHAUSEN, LEAGUE OF WOMEN 
VOTERS OF THE UNITED STATES, WASHINGTON, D. C. 


Mrs. Rvesnavsen. I am Mrs. Oscar Ruebhausen, 450 East Fifty- 
second Street, New York City. 

I am speaking in behalf of the League of Women Voters of the 
United States which is made up of 750 local leagues in 41 States, 
Hawaii, Alaska, and the District of Columbia. 

The League of Women Voters has been concerned with tariffs and 
trade since 1924, when these subjects first appeared on our program 
for study and consideration. Since 1936, the league has supported 
the reciprocal trade agreements program as a sound trade policy for 
the United States. League support for these principles has continued 
since that time, and was reaflirmed most recently at our biennial 
national convention in Atlantie City in April 1950. 

We recognize that the trade picture has changed radically in the 
ast few months, and will continue to change. First of all, there has 
een substantial improvement in the balance of world trade. The 

progress of European recovery, the effects of devaluation, the rise in 
United States imports and decline in United States exports, all con- 
tributed to the narrowing of the United States trade gap in the 
summer of 1950. Secondly, the start of the rearmament program has 
had a favorable effect on the balance of world trade. United States 
imports, especially of strategic materials, have soared. Prices of 
many raw materials have shot up. United States exports of some 
manufactured goods have dropped, allowing the European countries 
to sell in markets formerly supplied by the United States. Thus at 
first, rearmament has helped the balance of payments of the ERP 
nations and of several of the underdeveloped countries. This is likely 
to change shortly, however. As their own rearmament gets under 
way, the European nations will feel the economic pinch more keenly. 
They will have to keep more at home, export less. At the same time, 
United States exports in military and economic aid may have to rise. 
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Arguments supporting the Trade Agreements Act have generally 
been presented in relation to a peacetime economy. However, in 
the light of the defense mobilization in which the United States is 
engaged, we believe that there are additional arguments for continuing 
the act. In wartime, trade brings us the critical materials essential 
to our national security. 

In this danger period, full economic cooperation is more essential 
than ever. For our own survival we need to integrate the economic 
policies of the United States and our friends. We need to get the 
maximum amount of production in the free world, with goods produced 
efficiently and economically. 

Lowering trade barriers is one way of working toward the best use 
of the combined resources of the free world. 

Economic strength is basic to military and political strength. An 
expansion of world trade will contribute to building sound economies. 

it is important to keep as far as possible a firm ground work for a 
peacetime world economy. If we can do this, our long-term task will 
be easier. 

The League of Women Voters of the United States has been and is 
now opposed to modifying the trade agreements program by including 
the peril-point requirement. We believe the Tariff Commission 
should continue to be a member of the Trade Agreements Committee 
where its views are weighed along with those of major segments of the 
American economy. It seems to us unwise to give undue weight to 
the protectionist aspect of the program without considering the 
over-all picture of our national interest. 

H. R. 1612, extending the Trade Agreements Act in its present form 
for a 3-year period is, in our opinion, an essential to continuing 
economic development and cooperation. The United States should 
be in a position to continue to participate in negotiations for the 
reduction of trade barriers. Apart from the material advantages 
that may come to us under such a program, particularly in the import 
of materials essential to our national defense, there is an important 
psychological advantage in reaffirming our adherence to the principle 
of expanding world trade. To falter in this important area of inter- 
national relations would seem to belie our pleas to the other free 
nations of the world that we work together, to the greatest extent 
possible, for our mutual defense. At a time when we are in need of 
friends for survival, it would appear prudent to act as a friend. 

We respectfully urge your favorable vote on this legislation. 

Mr. Miuus. We thank you, Mrs. Ruebhausen, for your statement 
and the information you have given the committee. 

Are there any questions? We thank you. 

Mrs. Ruesuausen. Thank you, Mr. Chairman. 


STATEMENT OF MRS. C. D. WRIGHT, CHAIRMAN OF LEGISLATION, 
GENERAL FEDERATION OF WOMEN’S CLUBS, WASHINGTON, 
D. C. 


The Cuarrman. Is Mrs. C. D. Wright, chairman of legislation of 
the General Federation of Women’s Clubs of Washington here? 

Mrs. Wricur. Yes, I am here, Mr. Chairman. 

The CHarrMan. Please give your name and address to the stenog- 
rapher, and the capacity in which you appear, for the benefit of the 
record, 
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Mrs. Wricutr. My name is Mrs. C. D. Wright. I am national 
chairman of legislation for the General Federation of Women’s 
Clubs, and we have our headquarters here in Washington. 

The General Federation of Women’s Clubs is the largest organiza- 
tion of its kind in the world. It has within the United States a 
membership of over 5's million women, with a voting membership 
well in excess of 770,000. 

At this time it should be made clear to your committee that support 
of the reciprocal trade program in its present form by the General 
Federation stems largely from the interest of our members in their 
own economy. The General Federation is composed mostly of 
housewives concerned with the ever-increasing difficulties in obtaining 
necessary commodities and purchasing them at reasonable prices. 
These women are essentially laymen, not tariff experts, and it is 
trusted that whatever evaluation may be given to our statement will 
be on that basis. It seems reasonable to believe that reducing un- 
necessary tariff and other governmental barriers to imports would 
tend to make it possible to obtain more goods at more reasonable 

rices. 

I would like to say just one thing there, if I may. We have just 
had an instance in Washington where we have not had a tariff barrier 
but a regulation preventing the shipment of milk from outside areas 
into Washington. It has interfered with the free flow of milk coming 
into Washington, and I think anyone living in Washington, as you 
gentlemen do, knows that the price of milk has gone up. ‘That is just 
an example of a barrier to trade, of an interference with the free flow of 
trade. That is just a local thing, but it has affected all of us women in 
Washington. 

For many years the General Federation has been on record as 
endorsing the reciprocal trade agreements program. Our resolutions 
remain active for 6 years. They are passed as the result of concrete 
recommendations from our clubs and, at least 2 months before con- 
sideration at our conventions, are published and distributed to the 
membership so that the delegates may vote intelligently and in 
accordance with State club action. 

In 1948 when we renewed our support of the reciprocal trade 
agreements program, we were well aware of the defects in proposed 
legislation then being considered by the Eightieth Congress. There- 
fore, the following resolution was proposed and adopted unanimously 
at Portland, Oreg.: 

Resolved, That the General Federation of Women’s Clubs in convention assem- 
bled, May 1948, reaffirms its support of the reciprocal trade agreements program, 
and urges the renewal of the Reciprocal Trade Agreements Act, which expires in 
June 1948, for a 3-year period, without crippling amendments, and 

Resolved further, That the General Federation of Women’s Clubs endorses the 
International Trade Organization and urges congressional authorization for 
United States participation therein. 

The General Federation believes that the continuance of the recipro- 
cal trade agreements program in its present workable form and with 
the 3-year cycle is of the utmost importance. It is a vital corollary 
to the continued success of the great work now being done under the 
European recovery program. It is indispensabie to the entire inter- 
national economic structure which this Nation has been struggling 
to develop through the United Nations. It is basic to the realization 
of the economic objectives set forth in the charter of the proposed 
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International Trade Organization. It is above all necessary to the 
continued prosperity and welfare of the United States. 

We feel that as a result of the trade agreements pro many 
commodities are within reach of the average income family at lower 

rices and in greater quantities than might otherwise be possible. 
Ve know that freedom of trade between the several States of the 
Union was and is a great contributing factor to our present status as 
one of the wealthiest nations in the world. 

The United States is, at the present time, pressuring the Atlantic 
Pact nations to do away with, or let down, trade barriers so that there 
may be a free flow of commerce from one European country to 
another, thus increasing their productive capacity, and giving them 
more goods to sell on the cert markets. This will, in turn, provide 
the necessary dollars for buying badly needed American products 
which United States producers and exporters would like to sell to 
Europe. 

We cannot expect to have our arguments carry much weight abroad 
unless we implement talk with action here and bring to this unsettled 
world a confidence in the stability of United States policy in the 
economic field. 

Therefore, from the great bloc of women voters who constitute 
the General Federation of Women’s Clubs we bring the request that 
the reciprocal trade agreements program be continued for three more 
years in its present form. 

Thank you. 

The CHarrmMan. That concludes your main statement, does it, 
Mrs. Wright? 

Mrs. Wricur. Yes, thank you. 

The Cuatrman. Are there any questions? 

Mr. Simpson. Yes, Mr. Chairman. 

The CuatrmMan. Mr. Simpson would like to interrogate the witness. 

Mr. Stmpson. Mrs. Wright, you, of course, are aware of the fact 
that the cost of living is higher now than at any time in our history. 

Mrs. Wricur. Yes, sir, | am very well aware of that fact. I also 
feel that as Americans we can get a lot of goods cheaper than we do get 
them in this country. I think without trade barriers we might be a 
little bit better off. 

Mr. Stmpson. You probably know that we have more trade barriers 
now than we had in 1936. 

Mrs. Wricut. So I heard you say. 

Mr. Stupson. We have, more than we ever had at any time in the 
past, more trade barriers than 10 years ago. 

Mrs. Wricurt. Of course, you may have more trade barriers now 
than you had 10 years ago, but I think if we drop this program now it 
will cost even more to bring goods into the country. Our cost of 
living has gone up enough already. I know that coffee is on the free 
list for one thing, but that does not help us particularly so far as the 
price of coffee is concerned. On the other hand, if we did not have this 
trade-agreement program you might decide to put a tariff on coffee. 

Mr. Simpson. One of the principal reasons the cost of living is so 
high is because the cost of distribution and labor costs are so much 
higher than they used to be, and I suggest that it is not because the 
producers are getting so much more money than they used to get. 
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1 want to discuss for you for a moment my belief that the effect of 
the reciprocal trade agreement program has been to increase prices in 
the United States rather than to reduce them, and I point to the fact 
that the living costs today are many times higher than they were when 
that program starf@d. 

Mrs. Wricurt. The arguments that we always get are that the cost 
of wages has gone up, and things of that kind. As a matter of fact 
I was talking to a wholesale grocer the other day, raving about the 
prices of some items and he said that it goes right back to the producers 
that they have raised their prices. When in one week you can get a 
sack of grapefruit for 39 cents, and a week later it costs 49 cents I do 
not think you can blame that on the reciprocal-trade program. 

Mr. Stmpson. You suggest in here that, speaking as housewives 
you are concerned with the ever-increasing difficulties in obtaining 
necessary commodities and purchasing them at reasonable prices, and 
conclude that removing tariffs through governmental operation would 
make it possible to obtain goods at lower prices. That would be 
true if the program worked, but it does not work. 

Mrs. Wricur. We have not had proof yet that it does not work. 

Mr. Simpson. We certainly have had the result in the highest 
prices in history, and we have had that program in operation for 
17 years, and no one would pretend to say that the reciprocal trade 
program has brought us lower prices. 

Mrs. Wricutr. Do you blame the present prices on the reciprocal 
trade program? For instance, we do not import foreign meat into 
this country except canned meat from the South, and some from Can- 
ada, and I do not think you can blame the cost of foods on the recipro- 
cal trade agreements program. 

Mr. Simpson. That is one of the contributing factors to high prices. 
The effect of the reciprocal trade program has been tremendous. It 
has not increased American production because of the competition 
from abroad of foreign foodstuffs, and we have been paying our farmers 
here not to produce this or that article so that it encouraged the ship- 
ment of those goods from abroad. I say the reciprocal trade agree- 
ments program, in my opinion, is one of the contributing factors to 
the high cost of living in this country today. 

Mrs. Wricur. I am quite sure, Congressman, that your experience 
is much broader than mine, and may I say also that from surveys 
made as housewives we do not find very many situations where 
price increases have been cut back because of the reciprocal trade 
agreements program. Now, you are always talking about potatoes, 
and I do not think you are reducing the price of potatoes here in this 
country merely because you are getting them in from Canada. 

Mr. Simpson. We are increasing the cost of living here through 
the subsidies that we pay out. We reduce the earnings of the people 
through taxation and pay that money out to the producers again and 
at the same time promote shipments into the country. It does not 
make sense to me. 

Mrs. Wricur. Well, there are a lot of items, Congressman, that 
could be allowed to come into this country. 

Mr. Srwpson. Surely. 

Mrs. Wricur. You take linen tablecloths and things of that kind 
for example. I[ am not a tariff expert, and I do not know what the 
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prices are, but I have been in conferences often in which I have said 
time and again that I was raised on linen tablecloths and previously 
we all had good Irish linen on our tables. 

Mr. Simpson. Yes; we did too. 

Mrs. Wricnr. But now adays you simply cannof afford them. 

Mr. Simpson. I think you are referring principally to items which 
we do not produce here. We do not grow the flax to make fine linen 
tablecloths here, and it is very proper that they come into this country. 

Mrs. Wricur. And there are also many luxury items which would 
be within the reach of all of us if they were permitted to come in. If 
the price of domestic help were cheaper it would enable us to have 
servants again and they would all have something to live on. In 
Switzerland we bought these little watches which are made in Switzer- 
land because we could get them cheaper there. We do not buy those 
things in this country because they are not cheap here, but they are 
not hurting our domestic trade because we do not put them out in 
this country. So, I do not think letting into this country goods 
which we housewives would like to have is going to hurt the market 
of the rest of the people at all. Also in the European recovery pro- 
gram we specifically stipulated that the countries which we were 
trying to help under that program must agree to do away with trade 
barriers, and try to deal among themselves. 

Mr. Srtpson. And in view of all of those promises it is really alarm- 
ing that today we find more limitations and re estric tions on free trade 
than we had 10 years ago. The countries make promises and then 
go back on them. 

Mrs. Wricur. Then there is another thing that I would like to 
mention, which is that one reason we would like to see this extended 
for a period of 3 years is because the world is very confused in its 
thinking now, and I think if we could just pass one thing and stick to 
it that it would be a good thing for them to know that the United 
States has passed one policy that we are going to stick to for 3 vears. 

Thank you. 

The CuarrmMan. Just a minute, Mrs. Wright. I do not know 
whether I quite follow the reasoning and logic of my dear friend, Mr. 
Simpson. One of the complaints against reciproc ‘al trade is that by 
increasing imports it increases abundance and there ‘by beats down the 
prices of domestic producers. Now, if that be true, then if you could 
cut off imports and thereby increase scarcity, how would that lower 
prices? He says that the present high prices are partly due to 
reciprocal trade. If you increase scarcity how would that lower 
prices? I cannot follow that. If you can help me out on that I 
would appreciate it. 

Mrs. Wricut. I was very much interested in what one of the former 
witnesses said about the price of tomatoes, because after all our feeling 
is that we would like to find where we could get a lot of tomatoes and 
things like that in this country at a reasonable price. If you find 
anything really reasonably priced in the food line I would like to 
know it. Can you tell me, for instance, why pepper sells for 98 cents 
for two ounces? Now, that is on the free list. What is the trouble 
there? I am sure that you all use pepper, and I would just like to 
know about those things. 

The Cuarrman. We thank you for your appearance and the infor- 
mation that you have given the committee. 
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Mrs. Wricur. Thank you, Mr. Chairman, and gentlemen of the 
committee. 


STATEMENT OF RICHARD R. WOOD, EDITOR OF MAGAZINE THE 
FRIEND, FRIENDS COMMITTEE ON NATIONAL LEGISLATION, 
WASHINGTON, D. C. 


The Cuarrman. Mr. Richard R. Wood, editor of the magazine 
The Friend, Friends Committee on National Legislation, Washington, 
D.C. 

Mr. Woop. Yes, sir. 

The Cuarrman. Will you please give your name and address and 
the capacity in which you appear to the stenographer for the benefit 
of the record? 

Mr. Woop. My name is Richard R. Wood. I reside in Cinnamin- 
son Township, Burlington County, N. J. I am editor of The Friend, 
a pacer magazine with offices in Philadelphia. 

would like to have permission to submit my complete statement 
which I believe is before you, for the record. 

The Cuarrman. Without objection that may be done. 

(The matter referred to is as follows:) 


STATEMENT OF Ricnuarp R. Woop For THE FRIENDS COMMITTEE ON NATIONAL 
LEGISLATION 


My name is Richard R. Wood. I reside in Cinnaminson Township, Burlington 
County, N. J. I am editor of The Friend, the oldest of the periodicals published 
on behalf of the Religious Society of Friends—the Quakers. 

I appear before you today to support enactment of H. R. 1612, the bill to 
extend for 3 years the reciprocal trade program. 

I believe that the reciprocal trade program is economically beneficial to the 
United States. I believe it to be a bulwark of what we call ‘“‘the American way” 
of free enterprise against the encroachments of various kinds of totalitarianisms. 
I believe it to be an essential part of an adequate peace program for the United 
States and, as such, to be of special importance at this time. 

I want to discuss first the importance of the reciprocal trade program as part 
of an adequate peace program; then refer more briefly to its value as a defense of 
the American way of free enterprise and to its economic value for this country. 


THE RECIPROCAL TRADE PROGRAM AND PEACE 


Our country is facing difficult and dangerous times. We hope we are promoting 
world peace and world order in the long run. But there seems to be reason to 
fear that many nations, which should be our confident associates in the effort for 
peace, are reluctant and hesitant because they are not sure that the methods we 
are using are well suited to accomplish the purposes we profess. It is feared that 
in effect we are too much preoccupied with preparing for victory and, as a result, 
are sacrificing reasonable prospects of peace for the sake of a less reasonable hope 
that by the threat of overwhelming military force we can, somehow, solve our 
problems and preserve peace. 

You, gentlemen, know how deep is the concern of the Congress to maintain 
peace. I think that the extension of the reciprocal trade program may be an 
effective means of advancing your concern for real peace, particularly at the 
present time. 

It seems to be true that the great constructive purposes of the United States 
have not been clearly defined and adequately set forth. As a result of this lack, 
our country’s purposes are suspect. The people of Asia, longing for tranquility 
and enough to eat, are promised these by Russian propaganda. We cannot win 
their hearts and minds by attacking what the Russians promise. We can more 
surely win the hearts and minds of Asia by carrying out a policy that really does 
conduce to the welfare of all peoples. Many Americans believe that present 
conditions make it necessary for this country to proceed with a great defense 
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program. We can help mightily to convince others, particularly in Asia, that 
that really is a defense program, and not a war program, if at the same time, we 
extend and carry on a constructive program for mutual and general advantage, 
which the reciprocal trade program is. The peoples want peace; the Russians 
promise peace; through the reciprocal trade program the United States does the 
deeds of peace. 

In France and even in England, there are likewise doubts as to whether the 
actualities of United States policy really tend to serve the cause of peace. The 
rearmament of Germany, whose aggressive militarism helped largely to cause two 
world wars within the lifetimes of all of you, may be judged by our generals to be 
expedient but it comes with a shock, that naturally dampens their enthusiasm, to 
the neighbors and recent victims of that German militarism. It comes as ashock, 
also, to the German victims of that German militarism whom the process of 
denazification has brought to positions of responsibility in a Germany that they 
hope to make a peaceful as well as a peace-loving member of the family of nations. 

Ve may judge that our present policy is necessary. We may hope that by pre- 
paring for war we can preserve peace. But-the more strongly we hold that hope, 
the more important it is that we show by deeds that our purpose really is peace. 

It is not ourselves whom we need to convince. We are all too ready to give us 
the benefit of the doubt. We need to convince our friends and our not-quite- 
convineed associates of the constructivencss of our purpose. 

Aside from its merits as an encouragement to trade and to the general welfare 
that trade assists, the reciprocal trade program offers an opportunity to show by an 
act of national policy that the United States is in fact concerned to promote peace. 

Nations have needs. All nations—our own included, although our country is 
more richly endowed by nature than most—all nations lack some resources that are 
essential. Nations can either buy or take what they need. If a nation would buy 
rather than take what it needs, it must be able to pay for what it buys. In inter- 
national trade, payment can be made only in goods or services. If payment is to be 
made, the nation to be paid must be willing to accept payment. It must be willing 
to receive what the purchaser has to offer, in exchange for what the purchaser 
needs. 

The reciprocal trade program has been an important means of reducing the 
barriers to international trade, and thus has helped increase the possibilities for 
countries to get what they need by the peaceful processes of trade, with benefits 
to everybody concerned in the transaction. This serves to reduce the sense of 
frustrated need which can become—has in many cases becom , source of the 
tensions that cause conditions favorable to war. c_" 

For the United States to proceed now, in the normal way, despite the anxiety 
and tension of the present world situation, to renew and extend the reciprocal 
trade program, would be definite and eloquent evidence that we desire peace and 
are active to develop the conditions of peace. To fail to extend the reciprocal 
trade program, on the other hand, would be that much ground for doubt as to our 
basic intention and that much added handicap in our efforts to win the minds 
and hearts of other peoples in the great struggle to establish and preserve freedom 
and peace. 

Furthermore, uncertain though it is, who can say that such a demonstration 
of the devotion of this country to establishing the basic conditions of peace might 
not help relax the tensions between this country and Russia, our chief present 
problem? At least, the demonstration could do no harm, either to our record or 
our position. It would help us build positions of intellectual and moral strength— 
needed supplements to the positions of strength about which we have been so 
deeply concerned. 

The other two points to which I wish to refer, the value of the reciprocal trade 
program as a bulwark of what is called the American way of free enterprise and 
the value of the program to the economic welfare of the United States, | will 
mention only briefly, as they have been very generally discussed. 


THE RECIPROCAL TRADE PROGRAM AND THE AMERICAN WAY 


We speak of the American way and of free enterprise. The reciprocal trade 
program is one expression of the American way, one strong safeguard against 
encroaching statism, against the state control of economic life which is the chief 
characteristic of the tyrannies against which we would help defend the world. 
The alternative is increasing control, through tariffs, quotas, and restricting 
bilateral bargains, until trade becomes a mere tool of diplomacy and the state— 
whether it be called Communist, state-Socialist, or some other name—becomes 
the unchecked and uncheckable tyrant. 
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THE RECIPROCAL TRADE PROGRAM AND AMERICAN WELFARE 


The reciprocal trade program, by aiding would-be customers to increas their 
purchasing power, increases the markets for American farms and factories and 
so benefits us as well as others. It is a genuine example of a mutually satisfactory 
policy. 

CONCLUSION 


The reenactment of the reciprocal trade program is, therefore, recommended 
as a contribution to American prosperity and a support to the system of free 
enterprise which we prefer to any form of statism. It is even move strongly 
recommended as a necessary contribution to the basic conditions of peace and 
as evidence, particularly important at this moment in our struggle to win men’s 
minds and hearts, that the desires and policies of the United States are positively 
and effectively directed toward peace. 

Thank you. 

The Cuarrman. About how much time do you require, Mr. Wood? 

Mr. Woop. If I may present my complete statement for the record 
and present one phase or part of it, I will take about 5 minutes. 

The Cuatrman. Thank you; you may proceed. 

Mr. Woop. Speaking on behalf of the Friends Committee on 
National Legislation, I appear before you today to support enactment 
of H. R. 1612, the bill to extend for 3 years the reciprocal trade 
program. 

I believe that the reciprocal trade program is economically beneficial 
to the United States. 1 believe it to be a bulwark of what we call the 
American way of free enterprise against the encroachments of various 
kinds of totalitarianisms. I believe it to be an essential part of an 
adequate peace program for the United States and, as such, to be 
of special importance at this time. 

I want to discuss first the importance of the reciprocal trade program 
as part of an adequate peace program; then refer more briefly to its 
value as a defense of the American way of free enterprise and to its 
economic value for this country. 

Our country is facing difficult and dangerous times. We hope we 
are promoting world peace and world order in the long run. But 
there seems to be reason to fear that many nations, which should be 
our confident associates in the effort for peace, are reluctant and 
hesitant because they are not sure that the methods we are using are 
well-suited to accomplish the purposes we profess. It is feared 
that in effect we are too much preoccupied with preparing for victory 
and, as a result, are sacrificing reasonable prospects of peace for the 
sake of a less reasonable hope that by the threat of overwhelming 
military force we can, somehow, solve our problems and preserve 
peace. 

It is not ourselves whom we need to convince. We are all too ready 
to give us the benefit of the doubt. We need to convince our friends 
and our not-quite-convinced associates of the constructiveness of our 
purpose. 

The reciprocal trade program has been an important means of 
reducing the barriers to international trade, and thus has helped 
increase the possibilities for countries to get what they need by the 
peaceful processes of trade, with benefits to everybody concerned in 
the transaction. This serves to reduce the sense of frustrated need 
which can become—has in many cases become—a source of the 
tensions that cause conditions favorable to war. 
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For the United States to proceed now, in the normal way, despite 
the anxiety and tension of the present world situation, to renew and 
extend the reciprocal trade program, would be definite and eloquent 
evidence that we desire peace and are active to develop the conditions 
of peace. To fail to extend the reciprocal trade program, on the other 
hand, would be that much ground for doubt as to our basic intention 
and that much added handicap in our efforts to win the minds and 
hearts of other peoples in the great struggle to establish and preserve 
freedom and peace. 

Furthermore, uncertain though it is, who can say that such a demon- 
stration of the devotion of this country to establishing the basic 
conditions of peace might not help relax the tensions between this 
country and Russia, our chief present problem? At least, the demon- 
stration could do no harm, either to our record or our position. It 
would help us build positions of intellectual and moral strength— 
needed supplements to the positions of strength about which we have 
been so deeply concerned. 

That, Mr. Chairman, is the main part of my statement. 

I do want to repeat that I do believe that the reciprocal trade agree- 
ment program has been of benefit to the economic well-being of the 
United States and that it has been and is a safeguard to the mainte- 
nance of what we talk about as “the American way” of free enterprise. 

Thank you very much, sir. 

The CuarrMan. Thank you, Mr. Wood. Are there any questions? 

Mr. Jenkins. Mr. Chairman. 

The CuarrmMan. Mr. Jenkins. 

Mr. Jenkins. I should like to ask a question of you, Mr. Wood, 
and preface my question with a statement to this effect, that I think 
everybody in the country who knows anything about the fine organiza- 
tion that you represent and speak for knows that your purposes would 
be most altruistic and most correct, but we live in a pretty sordid 
world. I have had this thought in mind for a good while. Ever 
since I was a child | remember that the people where | lived and where 
I went to church contributed to the missions in China. That has 
been for well nigh onto 50 years anyhow. We contributed to missions 
in China all down through the years and now in these last days we 
find no appreciation, apparently, for anything that we have ever ‘done. 
Now, do you think that we could trust this fine theory that you give 
us and reasonably expect anything from it, in view of the present 
situation? 

Mr. Woop. That is a very interesting question, Mr. Jenkins. It 
seems to me that one of the beauties of the reciprocal trade program 
is that it does not involve a great deal of trust at the start. It begins 
on a perfectly calculable basis of mutual advantage, and if the ad- 
vantage stops, in the judgment of one side or the other, the transaction 
stops. It is sort of a self-operating sanction. It does, in fact, involve 
a very minimum of trust and, therefore, makes it a particularly good 
place to begin to rest relationships of confidence with those among 
whom, for one reason or another, trust has been impaired. 

Mr. Jenkins. Maybe you are right, and [hope youare. That is all. 

Mr. Rexp. Mr. Chairman. 

The Cuairman. Mr. Reed. 

Mr. Rexp. You know, I am one of the descendants of a Quaker 
family. I am very much interested, and I always have been in the 
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work that they are doing, and I do not know of any body of people of 
the same size in the world that has tried to do so much for humanity, 
nor one that has been so thoroughly trusted by everyone, I do not care 
whether it was Hitler, Stalin, or anybody else. The Quakers, as far as 
I know, in their w ork abroad have been trusted, and they have neve r, 
so far as 1 know, betrayed their trust. 

There are some things about this trade agreement program that are 
not as altruistic as a great many of its proponents would lead you to 
believe. 

When it was first brought out in 1934 it was claimed that it would 
prevent war and make for peace in the world, and also that it would 
promote our exports. Then there came the time when our exports 
did not increase. The trade agreements were not doing the work that 
we expected them to do, so, then, some of the very bright minds who 
were proponents of the New Deal said, ‘What we will do now is to 
start shipping out war materials because the countries abroad want 
war materials.””’ Now, the Chinese were our friends at that time, and 
we started shipping war materials to Japan in 1937 and 1938, and it 
was very strongly criticized in this country. These people wanted to 
build up the exports to sustain their contention that the trade agree- 
ments would increase exports. So, we provided Japan with “90.9 
percent of her copper imports; 90.4 percent of her scrap iron and 
steel ; 76.9 percent of her aircraft and plane parts; 65.6 percent of her 
petroleum needs, and many other sinews of war. I could go on and 
present a rather tragic picture. That scrap iron that we supplied 
built her navy and tanks, and we supplied parts for her planes. There 
is plenty of testimony from the boys who were over there that they 
recognized the old rails we tore up and shipped over there as scrap 
iron. I know your sect, and the one from which I come, may think 
that the trade agreements if they are handled right may accomplish 
a good purpose. They might, but when they get into the hands of 
people who will be so unscrupulous as to suplpy war materials to cut 
the throat of a friendly nation and which finally results in a Pearl 
Harbor, it is different. The trouble with this whole program is that 
it is in the hands of people who abuse it simply as an instrument of 
death and blood. 

Mr. Woop. Well, that was not exactly a question, but it does 
touch on some of the far-reaching complications that make it difficult 
to discuss this in a half sheet of paper. 

Mr. Reep. Yes, that is right. ” 

Mr. Woop. You said correctly, as I recall your statement, and also 
the history of it, that the proponents of the reciprocal trade agreement 
program said it would prevent war and tend to make for peace, or 
prevent war and make for peace. It would make for peace, ves. 
That by itself it would prevent war I do not think any informed 
advocate of the reciprocal trade agreement program said because it is 
not sufficient. The main problem in preventing war is getting the 
Armed Forces out of a feeling of competition with nations and into 
some kind of orderly control of an organized world, and we have made 
some progress in the thinking about that, very little in practice for 
reasons which I do not have to discuss now. 

We do not claim, and so far as I know, no responsible proponent of 
the reciprocal trade agreement program has claimed that it does more 
than make for peace. I think it does do that. I think you can take 
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the history of the development of what led to the development of 
Italy’s aggression on Ethiopia as an illustration of the sense of 
entanglement and frustration that a country with a crowded popula- 
tion can get into when some of its few available exports keep running 
up against difficulties in other countries and its ability to get access 
to the foreign currencies needed with which to purchase other supplies 
which it really needs is limited, as I think in this case Italy did not get 
the required supplies from abroad to keep its own standard of living 
going. That sort of difficulty illustrates why a trade agreement 
program in its inception and, quite possibly in its practice, would be 
a real contribution to peace. 

Coming to Japan, if I may take a moment more on that, you said 
that Japan’s war against China began in 1937. I think it began in 
1931 with the Mukden incident and the conquest of Manchuria. I 
believe it was in 1932, or certainly very shortly after the first aggres- 
sion in Manchuria, that 1 personally was involved quite actively for 
a while in an effort to discover ways of applying economic sanctions 
then to help to try to restrain the aggression of the Japanese militarists. 

Mr. Reep. What prevented it? 

Mr. Woop. We were not able to overcome the fear of the United 
States and still straighten out the entanglement in international 
operations. 

Mr. Reep. Was it not due to the fact that England would not go 
along with us? 

Mr. Woop. France more than England recognized the Manchukuo 
regime, whereas in the League of Nations France was very insistent 
on the international sanctions to restrain aggression. I suppose the 
paralyzing inteilectual as well as the social effect of the world de- 
pression was largely responsible for that. 

Mr. Reep. She also opposed sanctions on Italy, did she not? 

Mr. Woop. I was pretty closely in touch with that, as close as a 
private citizen could be, and there you had a French Government 
headed by Laval—and I do not like to talk about foreigners too 
critically—whose motives were certainly confused, and some French- 
men were at that point more concerned with the consideration of 
alliances for a possible war against Germany than with the principle 
of international order, and by sacrificing the principle of international 
order they got disorder and no allies because Italy stabbed them in 
the back in the spring of 1940. 

Regarding theshipments which you referred to, to Japan, and which 
certainly were deplored by many, the United States was in a position 
where it could not do anything effectively because it was outside the 
League of Nations. We had no legal way to do it. Had we done it 
unilaterally, it would merely have given further evidence in support 
of the argument that the Japanese militarists were making, that their 
access to raw materials was being withheld from them by the selfish 
jealousy of the individual nations. If we had been a member of the 
League of Nations and had been able to act in an orderly and legal 
way our position would have been much stronger and the outcome 
might have been quite different, 1 think. 

Mr. Reep. The fact is that we sent the stuff into Japan to murder 
the Chinese and increase our exports. There is another thing. We 
supposedly eliminated barriers, and the testimony shows that there 
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are more barriers today in the trade with foreign countries than there 
ever have been in years. 

Mr. Woop. May I comment on that. You must make allowance 
for the effects of the greatest and most destructive war in my modern 
history. 

Mr. Reep. But the trade agreements are supposed to stop war. 

Mr. Woop. I told you that in my own judgment they do tend to 
make for conditions of peace, but by themselves they are not suffi- 
cient. We need a more inclusive program involving the $64 question 
of how we can get national armaments out of the control of nations 
and under— 

Mr. Reep. I do not think that we are getting into trade agreements 
there. 

Mr. Woop. I think it is important that the trade agreements not 
be asked to do more than they are designed to do. 

Mr. Reep. They should not promise that they would do more. 

Mr. Woop. I do not believe that the advocates promised—— 

Mr. Reep. I think if you will look at the record you will find that 
they did. They sent the information to churches and the Christian 
people, and later on these people were murdered at Pearl Harbor. 

Mr. Woop. | have been active since 1943 supporting the trade- 
agreement program, and IL personally never made any such statement. 

Mr. Reep. I would not expect you would, knowing of your fine 
organization. 

Mr. Kean. I want to welcome a resident of New Jersey. You say 
you believe this trade-agreement program tends toward peace, and 
we all want peace. Do you think a continuation of the principle of 
free trade would tend toward peace? 

Mr. Woop. I believe and still hope that we can find some way of 
achieving freedom of movement of goods and people and ideas. Ap- 
parently you cannot make drastic changes in general. You have to 
have a process of change, slow and gradual through evolution. You 
are always on some middle ground, but as an ideal you either move 
toward freedom or toward increasing control. There is a continual 
tug of war between those who are more to one side than the others, 
but I greatly fear for our country the tendency toward increasing 
control which, incidentally, seems to me to be inherent in a system 
of regulation of trade through tariffs. While 1 do not want to take 
your time to stress it, it.does seem to me the reciprocal trade program 
is a safeguard of our American tradition of free enterprise. 

Mr. Kean. You look upon this program as a general step, then, in 
the direction of free trade which we cannot get to vet, but it is a step 
in that direction which you hope is the ideal? 

Mr. Woop. As an ideal, and I am not doctrinary about it. 

The idea of freedom, I suppose, is incompatible with a lot of regula- 
tions and restraints. I am unclear in my own mind about a definition 
for a middie area. I suppose there is a middle area there that would 
have to be defined. 1 am sure that I do not have enough to say that 
I believe in free trade as an immediate ideal. [| am not even sure that 
nowadays it is possible to reverse altogether the trend and go back to 
the conditions of free trade. 

Mr. Simpson. Your particular reason for this extension immediately 
seems to be, as I read your statement, that to fail to do so would be 
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almost a breach of faith with respect to other countries; that it would 
certainly indicate a desire for peace, and that we are active in seeking 
to develop the conditions of peace? 

Mr. Woop. What I said, as I recall, is that to do so, to renew the 
program now, would give visible evidence of this country’s active 
concern for developing the conditions of peace. 

Mr. Simpson. Now, I am sure that the society for which you are 
speaking would do nothing to misrepresent anything to anyone, let 
alone to the other countries of the world; is that correct? 

Mr. Woop. We would endeavor not to misrepresent anything or 
anvbody. 

Mr. Simpson. In what respect will this bill, in view of the state- 
ment made by Secretary Acheson a day or two ago that in the forth- 
coming 3 years they do not contemplate having any more of the 
meetings for considering tariff changes, will that tend to decrease the 
confidence of the people overseas, even though we do pass this bill? 

Mr. Woop. In my judgment, for what it may be worth, the fact 
of our not passing it, and in appearance rejecting the program, would 
increase the feeling that we were abandoning this program for the 
future. That is partly the answer. The other part of the answer 
is that it is possible that conditions might change and that Secretary 
Acheson’s expectations might turn out to be unduly pessimistic. 

The CuatrmMan. We thank you for your appearance and the infor- 
mation that you have given the committee. 

We will now hear from Dorothy Medders Robinson of the women’s 
division of the Christian Service of the Methodist Church. 


STATEMENT OF MISS DOROTHY MEDDERS ROBINSON, WOMEN’S 
DIVISION OF CHRISTIAN SERVICE OF THE METHODIST CHURCH 


Miss Roninson. Lam Dorothy Medders Robinson and I am testify- 
ing in behalf of the women’s division of Christian Service of the 
Methodist Church. This is the policy-making body representing one 
and a half million organized Methodist women. This organization 
has been on record for a number of years as being in favor of the 
of the promotion of world trade and the elimination of trade barriers. 

At its annual meeting in December 1947 its recommendation reads: 


We recommend study and action concerning the responsibility of the United 
States in developing a healthy and expanding world economy through full ecoopera- 
tion with all the United Nations agencies in the economic field. Of immediate 
importance is the urging of congressional approval of a 3-year extension of the 
reciprocal trade agreement program * * *, 

This action has been repeatedly reaffirmed at succeeding annual 
meetings of the division. It is the conviction of the women’s division 
of Christian Service that economic well-being plays a major role in 
building morale and political stability within a nation. We hold 
further that nothing contributes more toward a healthy economy than 
a constant flow of trade unimpeded by tariff barriers and quota restric- 
tions. We believe this can keep factory wheels turning, help keep 
employment high and maintain currency balances. 

Our Nation is apparently embarked on an enormous program of 
military expansion. The women’s division of Christian Service does 
not believe for a moment that military might alone can keep or build a 
peaceful world. Therefore, in the midst of the conflicts and tensions 
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of today it becomes more important than ever to use whatever means 
remains for building constructively. For centuries one of the most 
constructive ways of bridging the gulfs between nations has been 
through trade. 

For this reason we have looked with favor upon the treaties of 
friendship, commerce, and navigation, the European Recovery Act, 
the President’s point 4 program and the cooperative economic work 
done through the United Nations. All of these actions have aimed 
at the expansion of world trade and have had a mutually advantageous 
effect upon the nations concerned. 

The unparalleled economic strength and power of the United States 
places upon our nation an inescapable obligation to continue to lead 
in building a world economy of such a nature that improved conditions 
of human beings around the world can provide a basis for peace and 
security. 

One of the immediate tests of our intentions in this direction lies 
in the pending decision confronting Congress concerning the extension 
of the Reciprocal Trade Agreements Act without crippling amend- 
ments. 

The women’s division of Christian Service urges, therefore, the 
further extension of this trade-agreements program as presented. 

The Cuarrman. We thank you very much for your statement and 
the information that you have given the committee. 

The next witness is Mr. Stanley H. Ruttenberg, Congress of 
Industrial Organizations. 


STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF THE 
DEPARTMENT OF EDUCATION AND RESEARCH OF THE CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Rurrenrerc. My name is Stanley H. Ruttenberg. I am 
director of the department of education and research of the Congress 
of Industrial Organizations. 

I am happy to have an opportunity to present the views of the 
Congress of Industrial Organizations on the matter of reciprocal trade 
agreements. The CIO has supported the reciprocal trade agreement 
program for many vears. The reasons for this support are, therefore, 
sufficiently well known to make a detailed restatement at this time 
unnecessary. 

The CLO has always regarded this program as a highly important 
forward-looking step in achieving a sound framework of international 
economic relations. The expansion of world trade on a sound 
economic basis is an essential element in the structure of a healthy 
world economy. The American worker has long recognized that his 
own welfare is intimately related to the welfare and living standards of 
workers elsewhere in the world. It is clear to the American worker 
that his own high standards of living cannot long remain immune to 
the pressure of low standards of living and economic frustration in the 
world around him. The reciprocal trade agreements program repre- 
sents an important cornerstone in this country’s foreign economic 
policy which is designed to stimulate world trade and production, 
economic development, and ultimately to raise living standards every- 
where. The CIO stands steadfast in its support of these objectives, 
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and has consistently supported this and other programs for world 
economic development. 

Certainly, the importance of stimulating world trade is as clear 
today as it has been in past years. ‘The purpose of the reciprocal trade 
agreement program has been to spread the benefits of competitive 
international trade among the countries of the world by reducing the 
artificially erected barriers to trade which sprang up during the inter- 
war years. By facilitating the sale in this country of goods manu- 
factured abroad, the program permits the other countries to secure the 
means with which to purchase on a business-like basis the American 
products which they need not only for their own reconstruction but to 
maintain and improve their standards of living. The effect of the 
program has been to expand our foreign trade and to reduce the price 
to the American consumer of certain products which may have been 
even higher if there had been no trade agreements program. To the 
extent that the program has permitted foreign countries to broaden 
their markets and give them more dollars with which to buy American 
goods, it has reduced the need for American grants and loans for their 
economic development. 

From the standpoint of the American economy the program has had 
decidedly beneficial effects. Approximately 10 percent of our total 
industrial and agricultural production is exported abroad, but these 
exports are centered in vital segments of our economy. Exports take 
from 10 to 20 percent of our agricultural machinery, bituminous coal, 
freight cars, motortrucks, machine tools, radios, etc., and therefore 
account for a significant proportion of job opportunities in these 
industries. Imports have been equivalent to about 5 percent of our 
total production. They have consisted chiefly of raw and semi- 
fabricated materials used by domestic manufacturers in the further 
production of manufactured goods. They include such essential 
materials as copper, lead, zinc, chrome ore, manganese ore, wood pulp, 
natural rubber, and so forth. All of these materials enable our 
manufacturing industries to operate at a high level and at reasonable 
costs. Imports on manufactured products are relatively small com- 
pared to total imports. The productivity and efficiency of American 
industry has nothing to fear from foreign competition. 


II 


Apart from these more direct and obvious economic considerations 
of enlightened national self-interest there are special reasons—equally 
compelling—why the Reciprocal Trade Agreements Act should be 
renewed at this time. These reasons flow from the realities of the 
existing critical international situation and the ideological struggle in 
which the free nations of the world now find themselves engaged. 
The CIO recognizes that we are in the struggle together and we will 
stand or fall together. Consequently, in recent vears we have become 
increasingly alert to our responsibilities, as a free and democratic 
trade-union organization, in international affairs. We have been 
playing an increasingly active role in cooperation with the other free 
and independent trade-unions of the world not only in defense of our 
democratic traditions and institutions, but in encouraging the growth 
of free democratic institutions in many other parts of the world. The 
interests of the CIO, and of United States labor generally, have 
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greatly expanded in scope, from a relatively limited area of job con- 
sciousness at home to one of international cooperation in achieving 
mutual objectives. Important evidence of American labor’s increas- 
ing international consciousness may be found in the leadership and 
responsibilities which it assumed in the organization and development 
of the new International Confederation of Free Trade Unions over a 
year ago. This relatively new organization has already made note- 
worthy progress in marshaling the strength of democratic trade-union 
forces toward assisting the workers of the free world in their struggle 
to fight off Communist domination and control. 

This international consciousness of American labor has been re- 
flected in many ways. It has proved itself most effective and influen- 
tial in the field of international eeonomic cooperation. The reciprocal 
trade program, together with such other economic assistance programs 
as ERP and point IV, has been an inspiring symbol of the United 
States Government's genuine interest in the economic welfare and 
development of the free world and of its determined effort to maintain 
world peace. While perhaps less spectacular than many of its com- 
panion programs, the reciprocal trade program is nevertheless of the 
utmost importance in this connection in the light of its long-run 
economic and political implications. It is for these reasons that its 
renewal is especially important at this time. Continuation of the 
program is essential if we ere to maintain the confidence of our neigh- 
bors and allies in this Government’s sincere desire to assist them on the 
road to economic progress. Failure on the part of the United States 
to renew the program is likely to be construed abroad as evidence of 
this Government’s apathy—and perhaps even antipathy—to the 
basic needs of other peoples. It therefore might well tend to under- 
mine the trust of the free world in our willingness to assist them and 
jeopardize our position of leadership and ability to carry with us as 
allies, many important segments of world opinion. Under such con- 
ditions American labor would find seriously impaired its own efforts 
to work effectively with the free trade union forces throughout the 
world in support of sound international programs and policies. The 
long-term objectives of our national policy clearly require that we 
continue to foster economic growth and expansion in the world about 
us while we at the same time develop the military strength necessary 
to us and our allies at this critical juncture. 


lil 


Just a word about the structure and administration of the Recip- 
rocal Trade Act. 

The act contains various safeguards. First, the President, before 
making an agreement must obtain the views of the Departments of 
Agriculture, Commerce, the National Military Establishment, and 
the Department of State (and under the Executive order, the Depart- 
ments of Labor and Treasury) to obtain advice on all aspects of the 
»roblem. Second, before making an agreement, public hearings must 
be held at which all groups have full opportunity to present their 
views. Through the mechanism of the Committee for Reciprocity 
Information, American labor has taken advantage of the opportunity 
in the past of making its views formally known to the Government. 
Third, the eseape clause in the act which says that if, as a result of a 
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tariff reduction, imports of a particular product should enter the 
United States in such abnormally increased quantities as to seriously 
injure or threaten domestic producers, the tariff concession may be 
withdrawn. Fourth, the act provides that the United States may not 
reduce its tariff rates on any item below 50 percent of the rate existing 
on January 1, 1945. These safeguards, in the view of the CIO, are 
adequate to deal with special problems which may arise under this 
program and have on the whole proved satisfactory in safeguarding 
the interests of American labor. Certainly the CIO would view with 
great concern the Pome return to the pre-1934 method of tariff 
regulation. We therefore urge that the authority to continue the 
reciprocal trade agreements program be extended. 

Mr. Reep. Mr. Ruttenberg, do you believe that wages in Russia 
and Czechoslovakia are lower, and that the standard of living is 
lower, than in this country? 

Mr. Rurrenspere. Oh, yes; certainly. 

Mr. Reep. Are you in favor of imports from those countries? 

Mr. Rurrensera. I did not think it was the policy of this Govern- 
ment to be importing from the Soviet Union at this moment. 

Mr. Reep. Or any of the satellites, the countries behind the iron 
curtain? 

Mr. Rurrensere. I am not sure about most of the countries 
behind the iron curtain, but certainly an examination of the import 
figures would indicate a considerable reduction in our imports from 
the iron-curtain countries; certainly a drastic reduction in imports 
from the Soviet Union. 

Mr. Reep. Do you believe the reduced duties under the trade 
agreements should be extended to those countries? 

Mr. RurrenserG. At the moment I certainly do not. My state- 
ment, and the statement of my organization, is perfectly clear that 
we believe in developing economic trade in the free world. 

Mr. Reep. Do you not know that the iron-curtain countries get 
the benefit of every one of these rates that we reduce under the most- 
favored-nation clause? 

Mr. Rurrenserc. That is true to the extent we import from those 
countries, but as the figures indicate, the imports from those countries 
are going down despite the fact that they benefit from the most- 
favored-nation clause. 

Mr. Reep. The fact is that they have a lot of conseript labor and 
slave labor, and they get the benefit of the reductions in all our trade 
agreements. 

Mr. Rurrensera. | would agree with you that there is a consider- 
able amount of slave labor in the Soviet Union and throughout the 
iron-curtain countries, but I do not agree with you when you say 
that the most-favored-nation clause therefore favors slave labor in 
those countries as against American labor, because I do not believe 
that. 

Mr. Reep. That is where you and I disagree. 

Mr. Simpson. With respect to Europe, which are the countries 
which have the free trade-union forces with which American labor 
would like to do work? 

Mr. Rurrenserca. Affiliated with the ICFTU, the International 
Federation of Free Trade Unions, is a non-Communist trade-union 
movement in France; in Germany there is the DGP, which is a free 
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trade-union movement that has been reconstituted since the war. 
Then in Belgium, Holland, and all the Scandinavian countries and 
in Italy there is a free trade-union movement in addition to the 
Communist trade-union movement, but it is the free trade-union 
movement in Italy which belongs to the ICFTU, and that is true 
of most of the European countries. 

Mr. Simpson. That is sufficient. That represents some fractional 
portion of all the labor group. If 1 am correct, there is in some of 
those countries a second group not within the name of the free 
trade-union forces. 

Mr. RurrenserG. Yes. In France and Italy you have a Com- 
munist trade-union movement. 

Mr. Simpson. Numerically, how do they compare? 

Mr. Rurrensera. | would judge the Communist trade-union move- 
ment would be approximately the same size as the two non-Com- 
munist free trade-union groups. 

In France the Communist trade-union groups are numerically, at 
least by claim of the organization, greater than the non-Communists. 

Mr. Simpson. I want to inquire about an industry in Pennsylvania 
which, according to my information, is pretty seriously damaged by 
the trade program. Does the CIO have unions in industry which 
are nét on an export basis that are subject to injury by imports? 

Mr. Rutrrenserc. Yes; we have a few—the textile industry and 
the china industry. 

Mr. Simpson. And pottery? You have a CIO local at the Shenango 
Pottery Co., at Newcastle. Have you heard of that? 

Mr. Rurrennerc. We do. 

Mr. Simpson. That company is in competition with foreign pottery 
companies, and those foreign pottery companies pay wages of about 
an eighth to one-third the rate that they must pay in Newcastle by 
agreement with your company. Do you believe that the employment 
in industry, subject to import competition, should be sacrificed to 
increase employment here in the mass-production industries on an 
export basis? 

Mr. Rurrenrers. Oh, goodness, I would not state the problem in 
that way at all. 

Mr. Simpson. That is the way that I have stated it. That is the 
way the men at Shenango presented it tome. They are worried about 
that fact. 

Mr. Rurrenrerc. I do not think that vou can relate what happens 
in the import industry to whether or not it is going to improve employ- 
ment for export. That is not the issue. I think the issue vou raised 
in the beginning, that of lower labor standards abroad, and therefore 
making the imported product to this country competitive with a 
product produced in this country, is a serious matter deserving of 
careful consideration and study. 

Mr. Simpson. What is vour answer? 

Mr. Rurrensera. | think if vou study and examine that problem 
you will find that, even though wage rates are considerably lower in 
countries abroad, the productivity of the American worker ts so much 
higher than the productivity of workers abroad, because of plant 
facilities and existing equipment with which they work, that the cost 
per unit of output, even though wages are lower in European coun- 
tries—the cost per unit of output does not differ very much from the 
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cost per unit of output in this country. I think vou have to examine 
that carefully. 

For example, I just returned from Puerto Rico about 2 or 3 weeks 
ago. They have some pottery plants that they claim to be in compe- 
tition with the Neweastle plant. When you examine the produc- 
tivity, as I did, of the plant in Puerto Rico—I went through it and 
examined the machinery and looked at the records of the plant—vyou 
would be, as I was, convinced in my own mind, after careful examin- 
ation, that the cost per unit of output, even though Puerto Rican 
wages are considerably lower than Newcastle wages, is equal, if not 
higher. 

Mr. Simpson. That is all right in theory, but the fact is that this 
plant to which I refer, wherein the employees are paid several times 
what they are paid for similar work abroad, is suffering as a result of 
competition with foreign pottery people. Now my question is, Do 
you believe that that principle is good, and that employment in the 
pottery industry, which is suffering because of import competition, 
should be sacrificed—the CIO employment—either to help com- 
petitive industry overseas or, as I put it earlier, to help the mass- 
production industry here, which is on an export basis? 

Mr. Rurrensera. I would like to combine my answer to that 
question with an answer to a question which you directed at one of 
the previous witnesses, about cost of products. I think that a careful 
examination of some of the concern of American industry about 
competition from abroad relates mainly to how they price their own 
products in this country. I think one of the benefits of a reciprocal 
trade-agreement program is to increase competition and reduce prices 
of products to the American consumer. And, to the extent that 
products come in from abroad and force American concerns to reduce 
their price, it is to the advantage of the consuming public; is it not? 

Mr. Simpson. Yes. Now will vou tell me, or are you telling me, 
that that particular plant prices its goods too high? 

Mr. Rurrenserea. I do not know about the prices of that par- 
ticular plant or the products produced at that plant, but I am saying 
to you that a general statement that it is to the advantage of every- 
body concerned if foreign competition, just as domestic competition, 
produces lower prices for the consumer. 

Mr. Simpson. Is it to the advantage of the CIO employees to lose 
their employment because the company for which their work is in 
competition with a company abroad which is shipping stuff in here and 
selling it cheaper than the domestic firm can sell theirs for? 

Mr. Rurrenserc. Generally speaking, every effort ought to be 
made to preserve the employment opportunities of workers at par- 
ticular plants. But, if we look at this picture as a whole, the oppor- 
tunity of foreign trade creates a higher level of economic activity which, 
in turn, permits job opportunities for workers elsewhere than in their 
own local communities. 

Mr. Simpson. That is an interesting point. Are you suggesting 
now that these emplovees working in the pottery industry should keep 
their eyes open for employment elsewhere? 

Mr. Rurrenserc. Let me refer you, Mr. Simpson, to a magazine 
article which | wrote some 10 years ago about the city of Newcastle in 
which the Shenango Pottery Plant is located, which was called “Ghost 
Town, U.S. A.” In the city of Newcastle, the United States Steel 
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Corp. had, as you probably know, some old-type hand-rolling steel 
mills which, competitively speaking, could not compete with continu- 
ous-strip mills that the corporation was opening elsewhere in the 
country. And what happened? Because of competition, because of 
costs, Newcastle temporarily became a ghost town because the workers 
employed in that Newcastle steel mill became unemployed. But 
before very long other industries developed and Neweastle today, as 
you know, is not the ghost town that I thought it would be when | 
wrote that article 10 years ago. New job opportunities did open in 
the city of Newcastle for these people who were displaced, not by 
foreign trade but by domestic competitive conditions in the steel 
industry, where they had continuous-strip mills competing with the 
hand-tvpe mill in Newcastle. 

Mr. Simpson. Again it comes back to the question of management. 
In this particular instance are you suggesting that this company is 
not modern enough? 

Mr. Rurrensera. I am saying that the management of any 
plant—and I know of that plant—could probably, through a sound 
labor-management program of working to reduce costs and improve 
efficiency, make it competitive with foreign competition if it wanted to. 

Mr. Simpson. Then your answer is that management and labor 
are not working together in such a way to meet properly foreign 
competition? 

Mr. Rurrenserc. No; 1 am not saying that. I am saying, if you 
examine what has happened in that plant, you will probably find 
that, in spite of all the talk about being harmed or seriously injured 
by foreign competition, it will really turn out to be only a threat to 
be seriously injured, because over the last 3 or 4 years that plant has 
operated in spite of all the protests that have been made about com- 
petition from pottery abroad. 

Mr. Simpson. That is right, but it has not been able to do what it 
should do—modernize and expand and provide more jobs in com- 
petition. And, so, the fact is that the competition is so close that they 
can only do as well as they can for labor under your good eye. 

Mr. Rurrenrerc. But, as you know, Mr. Simpson, that plant 
is still operating. It has not closed down. It has not been forced 
out of business by foreign competition, in spite of the fact that that 
seems to be somewhat the sentiment of some of the people around 
that plant. But 1 think you will find by careful examination that 
they have, because of competition, really gotten together and done 
the kind of things which were necessary in any American free-enter- 
prise economy to meet competition. They have done it and the 
plant is operating and the men are working. 

Mr. Sineson. Here is the $64 question I should like you to answer. 
If employment or the level of wages in the Shenango Pottery Plant 
were being threatened by cheap competitive imports under tariff 
rates which were reduced in the trade-agreements program, would the 
CIO support an escape-clause application, seeking to protect the jobs 
of the men? 

Mr. Rurrenserc. If it could be definitely proven and if the 
evidence absolutely and unquestionably showed that an American 
industry was subjected to serious injury or was being threatened with 
being seriously injured by such an import program, we would support 
the use of the escape clause to protect those workers. 
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Mr. Stmpson. Thank you, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. The next and last witness 
is Mr. David M. Keiser, chairman of the United States Cuban Sugar 
Council, Washington, D. C. Mr. Keiser was listed this morning 
but did not appear, and we are giving him the opportunity to make 
his appearance now. 


STATEMENT OF DAVID M. KEISER, CHAIRMAN, UNITED STATES 
CUBAN SUGAR COUNCIL, NEW YORK CITY 


The CuarrMan. Please give vour name and address and the capac- 
itv in which you appear for the record. 

Mr. Ketser. | appreciate very mue h your change in the program to 
acconunodate me, Mr. Chairman. My name is David M. Keiser. 
[ am chairman of the United States Cuban Sugar Council. 

Mr. Chairman and members of the Ways and Means Committee, 
as in its two previous appearances before the Ways and Means Com- 
mittee, in May 1948 and January 1949, the United States Cuban 
Sugar Council strongly supports extension of the Reciprocal Trade 
Agreements Act and recommends adoption of H, R. 1612, now under 
consideration by this committee. 

One of the major objectives of the counc ‘il is to foster a closer trade 
relationship between the United States and Cuba by promoting devel- 
opment of trade between the two countries. The council is composed 
of a group of companies which own or operate sugar-producing prop- 
erties in Cuba, the stockholders of which are predominantly United 
States citizens. These companies annually account for about one-half 
the total sugar output in Cuba. Names of the companies are listed 
at the end hereof. 

United States-Cuban trade agreements have benelited both coun- 
tries. The first agreement to be signed after the act became effective 
in 1934 was that between the United States and Cuba. This agree- 
ment has afforded a convincing example of the benefits of the act to 
the people of both countries in the 17 years it has been in effect. 

The value of United States exports to Cuba in 1949 was about eight 
times that of 1934, while the value of imports during the same period 
increased approximately 4.5 times. 

Growth of total United States exports to Cuba: Historically, Cuba 
has been one of the best markets for all kinds of agricultural and 
manufactured products of the United States. More than half of 
Cuba’s imports have been purchased from the United States each 
vear since 1909. In 1949, the latest year for which complete figures 
are available, 83 percent of Cuba’s imports came from this country. 

From 1902, after Cuba had gained its inde ‘pe ndence with the help 
of the United States, through 1929, the value of United States exports 
to Cuba averaged about $128, 000 000 a year. During 1930-33, 
when the extreme ay high rates of the Smoot-Hawley Tariff Act were 
in effect, sales to Cuba averaged only $48,000,000. Since the enact- 
ment of the Reciprocal Trade Agreements Act they have risen gradu- 
ally from that figure to an average of $232,000,000 a year in the period 
1942-47, reaching a peak of $492,000,000 in 1947. In 1949, the value 
of United States sales to Cuba was approximately $380,000,000. For 
the first 10 months of 1950, they have amounted to $371,000,000 as 
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compared with only $307,000,000 for the first 10 months in 1949, 
indicating that the total for 1950 will be well over $400,000,000. 

Cuban market vital to U nited States agriculture and industry: 
United States exports of rice to Cuba, for example, have increased 
many hundredfold. In 1930-33, the 4 years immediately preceding 
adoption of the Reciprocal Trade Agreements Act, United States 
rice exports to Cuba were approximate ly $136.000 annually, In 1949, 
they were valued at $49,000,000. While statistics for the entire year 
of 1950 are not yet available, exports to Cuba of rice produced in the 
United States during the crop year August 1949 through July 1950 
were about 3% times as large as the annual average prior to World 
War II. 

The Rice Millers Association, representing the industry in this 
country, a few months ago in a letter to the chairman of the Com- 
mittee for Reciprocity Information, pointed out that for 13 years 
Cuba has been the principal foreign market for United States rice 
and described the continuation of Cuba as a market for rice produced 
in this country as “‘the lifeblood of the domestic industry.”’ 

United States exports of machinery and vehicles to Cuba, which 
in 1930-33 averaged about $5,000,000 a year, amounted in 1949 to 
$73,000,000, an increase of 1,360 percent. 

Exports of wheat flour have risen from about $3,000,000 in 1934 to 
nearly $16,000,000 in 1949, lard from $2,000,000 to $17,000,000, and 
chemicals from $3,000,000 to $27,000,000. Sales of many other farm 
and factory products from every section of the country have shown 
similar increases. 

United States benefits from imports of Cuban sugar: The value of 
United States imports from Cuba increased from an average of 

$82,000,000 in 1930-33 to $387,000,000 in 1949. A large part of 
the increase in United States imports from Cuba has consisted of 
sugar, which has risen in value from an annual average of $54,000,000 
in 1930-33 to $401,000,000 in 1947. This increase in sugar imported 
from Cuba has been of great benefit to consumers in this country 
during the entire period by assuring them of an adequate supply at 
all times at reasonable prices. In World War II and since the out- 
break of hostilities in Korea, it has been absolutely indispensable and 
has saved this country from real sugar famines. 

The greater volume of trade has raised the standard of living in 
both countries. 

An interesting development has been that in addition to the large 
increase in both United States exports to and imports from Cuba, the 
excess of United States imports, which was 71 percent in 1930-33, 
has been reduced to less than 2 percent in 1949, indicating a much 
better balance of trade. 

Reciprocal trade-agreements program cornerstone of United States 
tariff policy: In his recent Report to the President on Foreign Eco- 
nomic Policies, Mr. Gordon Gray, on page 78, points out that “the 
cornerstone of United States tariff policy since 1934 has been the 
reciprocal trade-agreements program.” 

Mr. Gray went on to say on page 79 that “the expiration of the 
Trade Agreements Act on June 12, 1951, should be taken as the 
occasion for a considerable extension and strengthening of this basic 
legislation.”” The council is in full accord with this recommendation. 
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International tension increases need for H. R. 1612: In this period 
of international uncertainty, with the United States initiating large- 
scale mobilization, the trade-agreements program takes on added 
significance. The increased production required to make the mobili- 
zation program effective clearly demands an increase in international 
trade, particularly in commodities such as sugar, tin, manganese, 
coffee and newsprint, which cannot be produced in sufficient quan- 
tities in this country. 

An extended and strengthened trade-agreements program can make 
a substantial contribution to the defense effort. 

Probably at no time in our national history has the maintenance of 
friendly relations with other countries been so supremely important 
as it is today. Not only Cuba but all nations with which the United 
States has trade agreements would be hurt by failure to extend the 
act, and their confidence in this country’s good faith needlessly under- 
mined. Moreover, their ability to cooperate in the United States 
defense effort would be hampered. 

Conclusions: During the 17 years in which the trade agreement 
between the United States and Cuba has been in effe ‘et, it has amply 
demonstrated its value to the people of both countries. 

This agreement has been the principal factor in the manyfold 
increase in the trade volume between the two countries since it went 
into effect in 1934. 

With this country entering upon large-scale mobilization, necessi- 
tated by the increasing international tension, the trade agreements 
program becomes vastly more important to the people of the United 
States. 

For all these reasons, the council strongly recommends the adoption 
of H. R. 1612 extending the Reciprocal Trade Agreements Act for a 
period of 3 years. 

Mr. Rexep. Mr. Keiser, is it not true that the Sugar Act quotas de- 
termine the amount of sugar that can be imported into this country? 

Mr. Ketser. That is correct, Mr. Reed. 

Mr. Reep. The duties have no effect on the amount of sugar im- 
ported, do they? 

Mr. Ketsrer. No, sir; the duties have no effect on the amount of 
tonnage. They do have an effect on the amount of the proceeds. 

Mr. Reerp. It is all governed by quotas? 

Mr. Keiser. Not the amount of the proceeds, sir. The tonnage is 
governed by the Sugar Act of 1948. The proceeds have a direct rela- 
tionship to the tariff. 

Mr. Reep. Is it not true that when we reduced the duty on sugar, 
the only effect was to give millions of dollars each year to Cuba w hich 
otherwise would have gone to the United States Treasury? 

Mr. Keiser. I do not believe so; no, sir. May I amplify that by 
saying that the reason I say that is that under the tariff rate, prior to 
the Sugar Act, each pound of sugar paid more duty. But the result 
of the previous tariff, that was rapidly making itself felt, was to trans- 
fer the amount of sugar that we took from Cuba to the Philippines and 
other offshore areas which paid no tariff whatsoever. Therefore, 
while each pound pays less we are importing so many more pounds 
that it is not reduced in proportion. 
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Mr. Resp. It has also prevented the development of the growth 
of the sugar industry in this country? 

Mr. Keiser. What is that? 

Mr. Resp. It also has prevented the growth of sugar in this 
country? 

Mr. Kerser. I would not say so, sir; because this country has been 
given quotas under the Sugar Act which the domestic areas as a whole 
have not filled. 

Mr. Reep. We have established these quotas, of course—— 

Mr. Kerser. The domestic areas have not been able to fill them. 

Mr. Reep. They could, if they had the opportunity? 

Mr. Kerser. May I, at the risk of being impolite, say that they 
have had the opportunity, but the domestic areas as a whole have not 
filled their quotas. Certain areas have, but as a whole the domestic 
areas have not filled their quotas. 

Mr. Resp. The other areas could fill them and eventually would go 
far beyond their quotas? 

Mr. Keiser. | seriously question that, sir. 

Mr. Reep. Undoubtedly. I have some figures, Mr. Chairman, 
which I would like to insert in the record, which show that we lost 
over $60,000,000 last year through reduced duties and those reduc- 
tions had no effect on imports. 

The CHarrMaANn. Without objection, the matter will be inserted in 
the record at this point. 

(The matter is as follows:) 


Sugar duty: Loss in revenue resulting from reductions in duty by trade agreements 


1950 ! 


Product of Cuba: | 
United States imports me —s ... pounds 6, 276, 579, 179 | 6, 400, 000, 000 
Average polarization 96. 72 96. 72° 
Actual average rate of duty (calculated) ___. cents per pound 0. 5054 | 0. 5054 
Actual duty collected (calculated) . $31, 723, 204 32, 345, 600 
Rate of duty on sugar of same polarization prior to trade-agreement re- | 
ductions beginning in 1934 cents per pound 1, 516 1. 516 
Duty that would have been collected had s: ame amount of sugar entered | 
at pre-trade-agreement rates | $95, 152, 940 17, 024, 000 
Loss in revenue by trade-agreement reductionsin duty aE: _| $63, 429, 736 4, 678, 400 
Product of full-duty countries } 
United States imports ‘ pounds__| : 23, 4 | 20, 000, 000 
Average polarization - 97. 11° 97. 11° 
Actual average rate of duty (calculated ‘ ...cents per pound 0. 6989 0. 6989 
Actual duty collected (calculated) $872, 444 | $838, 680 
Rate of duty on sugar of sume polarization prior to trade-agreement re- 
ductions beginning in 1942 cents per pound 1, #622 1, 90622 
Duty that would have been collected had same amount of sugar entered | 
at pre-trade-agreement rates $2, 379, 405 $2, 287, 464 
Loss in revenue by trade agreement reduc tions in duty aan $1, 506, 961 | $1, 448, 784 
Total losses in revenue due to trade-agreement reductions $64, 936, 697 $66, 127, 184 





! Entries and duty for full-year 1950 approximated. 


Mr. Keiser. May I make a comment on that, Mr. Reed? 

Mr. Reep. Certainly. 

Mr. Keiser. At the rate things were going prior to the reciprocal 
trade agreement, the amount of sugar that we were taking from Cuba 
in this country was decreasing so fast, and the corresponding amount 
was being built up in the Philippine Islands so fast, and certain other 
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areas—principally the Philippines—and the Philippines paid no duty— 
that it would not have been ae before our Treasury would lose all of 
the duties that it had collected. 

Mr. Reep. The Philippines are still supplying far less than Cuba. 

The Cuarrman. If there are no further questions, we thank you for 
your appearance and the information you have given the committee. 
Without objection, the committee will adjourn until 10 o'clock 
tomorrow morning. 

(Whereupon at 4:55, the committee adjourned until 10 a. m., 
Thursday, January 25, 1951.) 
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THURSDAY, JANUARY 25, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Robert L. Doughton (chair- 
man) presiding. 

The CuarrmMan. The committee will be in order. 

Mr. Reep. Mr. Chairman, before we proceed, I would like to 
make a request in behalf of one of the most important points raised 
by the witnesses, that the escape clause does not, in their opinion, 
provide adequate relief; that the procedural machinery for processing 
relief applications is too complicated, and that the period from the 
filing of an application for relief to the time when the Tariff Commis- 
sion makes its decision is unduly long. 

In view of these statements and in accordance with our duty to 
exercise continuous watchfulness of the execution of this program 
imposed upon us by section 136 of the Legislative Reorganization Act 
of 1946, the Republican minority request that Mr. Ryder, the Chair- 
man of the Tariff Commission, or if he is not available, some other 
member of the Tariff Commission, be requested to appear as a witness 
before the conclusion of these public hearings. 

The Cuarrman. The chairman will be very glad to invite any 
witnesses requested. 

1 offer for the record a letter from William C. Foster, Administrator, 
Economic Cooperation Administration. 

(The letter referred to follows: ) 

Economic CooPpERATION ADMINISTRATION, 
Washington, D. C., January 23, 1951. 
Hon. Rosert L. Dovauron, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. Dovauron: This letter is to express the strong support of the 
Economic Cooperation Administration for H. R. 1612, the bill to extend the 
authority of the President to enter into trade agreements under section 350 of the 
Tariff Act of 1930, as amended. 

We firmly believe that the reciprocal reductions in tariffs and other trade 
barriers negotiated under the authority of the Trade Agreements Act have been 
highly beneficial to the United States both in general and in terms of the specific 
objectives of the Economic Cooperation Act of 1948 with which this Administra- 
tion is primarily concerned. We regard extension of this trade agreements author- 
ity as most important to continued progress towards these objectives. 

In the introductory section of the Economie Cooperation Act, 1948, the Con- 
gress recognized the vital importance of “the expansion of foreign trade,”’ and “‘the 
progressive elimination of trade barriers,’’ Congress declared it to be one of the 
three main purposes of the Marshall plan to aid European countries in “facilitating 
and stimulating the growth of international trade * * * with one another 
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and with other countries by appropriate measures including reduction of barriers 
which may hamper such trade.” 

Our experience in ECA has testified to the wisdom of this congressional empha- 
sis on reduction of barriers to international trade in the basie provision for the 
European recovery program. A partfrom the obvious physical destruction and 
disruption directly caused by the war, the two main problems we found in Western 
Europe were economic stagnation and the dollar gap. The high level of tariff 
and other barriers to international trade which had been built up in Europe, in the 
United States, and elsewhere in the world was a major contributing cause to both 
of these problems. 

By the same token, efforts to reduce these barriers have proved to be a major 
factor in curing these vonditions. By removing some of the shelter which na- 
tional trade barriers provided to inefficient industries in Europe and exposing 
them to the invigorating effects of international competition from other European 
countries and, to some extent, from the United States, we have made a start on 
getting rid of some of the economic siagnation. European trade libcralization 
has been one of the major planks in ECA’s program for promoting economic 
integration in Western Europe. As for the dollar gap, it has been clear from the 
beginning that there were only three ways of solving it: To cut down the level of 
European imports from the United States below what would be tolerable either 
for the peoples of Western Europe or for United States agriculture and industry; 
to raise the level of European dollar earnings by increasing their sales of goods and 
services to the United States and other parts of the dollar area; or to ask American 
taxpayers to continue to pay for the deficit for the indefinite future. It has 
seemed obvious to ECA that the second of these alternatives was by far the most 
desirable for everyone concerned. We have, therefore, devoted considerable 
attention to stimulating European efforts to sell increased quantities of goods in 
the United States. Until recently ECA’s program in this field was concentrated 
on encouraging increased European exports of luxury type goods which would 
enrich American life without competing directly with established American 
industries. More recently in view of the changed world circumstances, we have 
been concentrating on efforts to secure from Europe commodities which are in 
short supply in the United States both for civilian and military purposes. 

The program of multilateral negotiations of reductions in tariff and other 
trade barriers made possible by the Trade Agreements Act has made a highly 
valuable contribution to the work of ECA both in attempting to secure a liberal- 
ization of trade within Europe and to close the gollar gap. This contribution has 
been made both at the practical and psychological levels. The actual reductions 
in United States tariffs which have taken place under the authority of this act 
have acted directly to permit increased imports of desirable European products. 
The specific tariff reductions negotiated by the United States with each ERP 
country have been generalized to the others and have thereby directly helped to 
liberalize trade within Europe. Perhaps even more important has been the 
psychological effect of the fact that the United States Government was in a 
= not onlv to preach reduction of trade barriers but to practice it. This 
1as helped greatly in creating an atmosphere of liberalization rather than economic 
nationalism in Europe. On the dollar earning procram we have found that many 
European businessmen are most reluctant to expose themselves to the vigorous 
free competition of the American market, in spite of the urgent need of their 
countries to earn more dollars. Searching for an excuse for their reluctance, they 
have often pointed to the high tariff barriers of the United States. Because of 
the existence of the Reciprocal Trade Act, we have been able to answer this 
contention by pointing to progressive reductions in the United States trade 
barriers and to the possibilities of further reductions on a reciprocal basis. We 
do not think that we could have made nearly as much progress either in European 
trade liberalization or in developing European interest in increased dollar earnings 
if we had not had the indirect support of the Trade Acreements Act. 

The reasons why trade acreements legislation has been valuable to ECA’s 
program in the past will continue to operate with great force in the period ahead. 
The need for vizorous economies, liberalized trade, and maximum dollar earnings 
will be creater than ever if the European countries are to carry the double burden 
of continued eeonomie recovery and full-speed rearmament. Opportunities for 
great further strides in European integration may well occur. At the same time 
the pressures on the Furopean governments and businessmen will be such that 
they will be stronely inclined to return to manifold governmental controls and 
protectionism in their own markets and to lose interest in the dollar market. 
There is great danger that the important achievements which have been made 
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in the fields of trade liberalization and dollar earnings will be lost. Thus the 
situation could move either toward or away from the desirable short- and long- 
term goals of European trade liberalization and self-support. Which way it 
turns will be influenced to an important degree by the ability or inability of the 
United States to speak forcefully for and participate practically in further liberali- 
zation efforts. This ability in turn will be determined by whether or not the 
Trade Agreements Act is extended. 

The bill under discussion provides for no increased authority for reductions 
in United States tariffs but simply permits further negotiations within the au- 
thority already granted. Limited further use of this existing authority can be 
a great asset in achieving significant progress toward American objectives in 
Western Europe. 

The Bureau of the Budget has advised us that it has no objection to the 
transmission of this letter since the proposed extension of the Trade Agreements 
Act is part of the President’s legislative program. 

Sincerely yours, 
WituiaM C. Foster, Administrator. 

The CuarrmMan. The first witness this morning is Walter W. 
Cenerazzo, national president, American Watch Workers Union. 

Mr. Cenarazzo, will you give vour name and address and the capac- 
ity in which you appear for the record. 


STATEMENT OF WALTER W. CENERAZZO, NATIONAL PRESIDENT, 
AMERICAN WATCH WORKERS UNION 


Mr. Cenerazzo. Mr. Chairman and gentlemen of the committee, 
my name is Walter W. Cenarazzo. I am national president of the 
American Watch Workers Union, 479 Newton Street, Waltham, Mass. 

The CHarrMan. You may proceed. 

Mr. Cenerazzo. Thank you. 

I have appeared before your committees many times on this issue 
of extension of the reciprocal trade pacts. We have had many 
interesting sessions. 

After the hearings 2 years ago, I determined that I would make every 
effort to educate myself as to: 

1. What are reciprocal trade pacts? 

2. How do they come into being? 

3. What is the framework by which they are administered? 

4. Who are the personalities that administer the program and what 
are their views? 

In the pursuit of the answers to these questions the organization 
which I have the honor to represent, the American Watch Workers 
Union, sent me to Switzerland for first-hand observation of the watch- 
making industry of that country so that we, once and for all, could 
clear up any misunderstandings that we might have had concerning 
that country and its industry which competes with us. 

Gentlemen, may I say here that [ am a much more enlightened per- 
son than I was when I appeared before you 2 years ago. I believe 
I know what makes the Swiss watchmaking industry click and I 
know what a superb government the Swiss people have and in learn- 
ing what a superb government the Swiss people have, I believe I have 
a better realization of the basic flaw in our reciprocal trade policy. 

And I should like to say at this point, that the basic philosophy of 
the Swiss Government is that Switzerland and its people shall be 
represented first to the detriment of all other nations, if necessary. 

In any program there must be an architect to visualize the plans 
and to set it up, there must be an engineer to make it practical and 
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to strengthen the plan and then there must be a builder to build the 
project and then there must be a manager to operate the project. 

Cordell Hull, gentlemen, in my opinion is a great American. He was 
the architect of a plan that believed in world trade and who devoted 
his life to the cause of interchange of goods, for he believed that with 
the interchange of goods men would get to know each other and world 
peace would come about through the understanding of men working 
and trading with each other. 

Cordell Hull drafted a plan as the architect and then his duties in a 
troublesome world became so complex as Secretary of State that he 

ave the engineering job and the builders’ job and the management 
job to others to perform, and gentlemen, I regret that the engineer, 
the builder, and the management today do not fulfill the dream of the 
architect; for they failed to build a foundation that would serve the 
purpose of the people of the United States. 

What do I mean by this? Gentlemen, Benajmin Franklin, Jeffer- 
son, Hamilton were architects of an idea which was a federation of 
colonies that would be one nation with a oneness of purpose where one 
would be for all and all would be for one. The architects’ plan was 
the Constitution of the United States and they, as planners, visualized 
the practicality of administration of a government when they set up 
the Constitution and divided the powers of the executive, legislative, 
and judicial branches of Government. They established the rights of 
the people when they set up the first 10 amendments to the Consti- 
tution. They were architects, engineers, and builders, and gentlemen, 
you are the inheritors of the mantle of the legislative branch of 
Government. 

When Cornwallis surrendered to the Colonies, he surrendered to 
13 separate nations and when the Colonies were united into the United 
States of America each of these Colonies surrendered certain rights in 
exchange for the protection which one great Nation could give to all 
of us. We agreed that Federal regulation should apply to all of us 
and that established a freedom of trade and travel between the 
Colonies. From an economic standpoint, this has been beneficial to 
us all and that is why today we are a great Nation in a productive 
capacity whose goods pass freely without tariff barriers between the 
States. 

Cordell Hull visualized that if it could be done within the United 
States between people with varying ideas and regional differences, 
that this same trade could be carried on between nations and as 
Secretary of State he devoted himself to his architect’s dream. 

Now what has happened is this—the engineers and the builders 
have sold the American people on the architect’s dream, but, the 
people of the United States do not know anything about the way the 
program is administrated and how it reacts upon them except in 
very, very few instances of those industries that have been so badly 
hit that those affected have been opposed to the program not because 
they know how the plan was administrated but because they were 
being hurt. 

At this point let me point out that we have had one major world 
war that took 7 years, with a part-time war economy for some period 
of 5 years, so that we have never had a true test of the full effect of the 
reciprocal trade except the year before Korea. 














ise 
‘re 


rid 


od 





A ae ee 











ee ae wee © 


aa ae Se ne eee Te 


tO tage ti i aa eltdindl ik 


na Aad «sir ttialey 


we Ve Ratt in 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 201 


In the building of the architect’s dream, the builders forgot to weld 
together the nations of the world into one world with a community of 
purpose and with world regulation as we now have Federal regulation. 
They threw a high level economy into the same pool with low-wage 
standard countries and expected that when they received $100 from a 
foreign country for $100 worth of American goods that they were giving 
the same employment in the foreign country for $100 worth of foreign- 
made goods—and this just was not so. 

In the United States, when industries compete with each other, they 
have the same basic unit costs, they have local, State and Federal 
taxation, they are all subject to fair-wage remuneration to their 
employees with a Federal wages and hours law as the floor under the 
wage; they all have the same material costs and their unit costs come 
very close to each other dependent upon how alert and efficient the 
management is and how large their volume of production is. 

Labor unions follow companies from one end of this country to 
another when they set up auxiliary plants to make sure that unit 
costs are the same so that one group of employees in one State of a 
firm are not discriminated against by lower wage costs in another 
city. These are rights which we are guaranteed as American citizens 
under the Constitution and under the laws of the United States, and 
to make sure that there is fair competition, the legislative brancbes of 
our Government have enacted legislation such as the Robinson- 
Patman Act to protect the weak against the strong at the retail level, 
the Fair Trade Commission to protect the consumer against extrava- 
gant advertising claims, and much other legislation to regulate the 
abuses which happen when men are in strong competition to each 
other. 

If an employer paid his labor $1.50 an hour and a competitor in 
the same industry paid his labor 50 cents an hour, it wouldn’t be long 
before the low-wage payer would put his competitor out of business. 
It’s the reason this Congress passed the Bacon-Davis Act to provide 
fair competition among building craftsmen in America. 

The builders of the reciprocal-trade program have completely lost 
sight of the equalizing economic powers which exist in the United 
States within the framework of our Government in the reciprocal 
trade program administration. 

Nowhere in the administration of the reciprocal trade program does 
Mr. Winthrop Brown, Director of International Trade Affairs, or 
Mr. Willard Thorpe, Under Secretary of State, ever take into con- 
sideration the unit cost factor in the establishment of tariffs. Asa 
matter of fact, they never set any tariffs—they are apparently just 
interested in reducing them regardless of the economic effect it has 
upon any domestic industry. The reason for this is logical to their 
minds for they were taught in the educational institutions where they 
received their college degrees what every economist teaches—that it 
is best to produce goods where it is most efficient and that inefficient 
industries have no right to survive. No one can disagree with this 
premise as it relates to efficiency, except that we can seriously dis- 
agree that an industry is efficient simply because it has to pay the 
high-wage level of the United States and the competitor in a foreign 
country pays his people according to the low-wage standards of his 
country. Here is the crux of the problem. Here is the failure of the 
reciprocal trade program. Let me prove my point. 
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In Switzerland, a first-class die maker receives 2.5 francs an hour 
or 58.9 cents per hour, using the official rate 4.2 francs per dollar. A 
die maker, working for the Hamilton Watch Co. receives $2.08 per 
hour. The minimum hiring rate at Hamilton or Elgin is 85 cents per 
hour. The starting rate for women in Switzerland is as low as 15.2 
cents per hour. Both countries utilize exceptional precision machinery 
and it might be interesting to point out the industry which provides 
the most employment in Switzerland is not watches but fine textiles, 
second—drugs and chemicals with 115,000 employees; third, the 
machine-tool industry with 60,000 and the watch industry with 
50,000 employees. For the record at this point, I would like to file 
a copy of the average wages established by the labor court in Switzer- 
land on July 10, 1948, for the watch industry. These statistics are 
authentic and are on file at the American Legation at Bern, Switzer- 
land, and copies are on hand with the State Department here in 
Washington. 

Mr. Chairman, I would like to place in the record at this time a 
statement showing the Swiss watch workers wages, shown in franes 
and United States dollars and cents. 

The CuarrMan. Without objection it will be made a part of the 
record. 

(The statement referred to follows:) 


{From The American Watch Worker, January 1950] 





Swiss Watcu Workers’ Waces Are Less THAN ONE-THIRD OF AMERICAN 
Watcu Workers’ WaGceEs 














The following are the average wages cstablished by the labor court for em- 
ployees of the watch industry in Switzerland on July 10, 1948. These statisties 
are authentic, and are on file at the American Legation in Berne, Switzerland, 
as well as with the State Department in Washington, D. C. 







Die makers and mechanics 
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Swiss francs ann 
























| 
Die and gage makers 20! $0. 589 
Tool makers qualified cutters | 2.35 | 55 
Specialist mechanics | 2. 20 NS 
Day labor mechanics | 1.70 |} . 398 
Minimum salaries after finishing apprenticeship: ! | 
First 6 months | 
Die and gage makers. ___- | 1.50 | 35 
Tool makers qualified cutters 1.50 .35 
Specialist mechanics ‘ aeat 1.50 | .35 
Second 6 months: | 
Die and gage makers. F 1.80 | 42 
Tool makers qualified cutters F 1.70 | . 398 
Specialist mechanics 1. 60 | 374 
Third 6 months: 
Die and gage makers. . speneds — 2.00 . 467 
Tool makers qualified cutters | 1.90 . 443 
Specialist mechanics | 1.70 | . 398 
Makers of rough movements, average salaries | 
Men oa od ei = ! 
1 


Women......... 
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Die makers and mechanics—Continued 
Minimum salaries per hour 
i 
| Men Women 
Af : Cents Cents 
aS Swiss franes 8) Swiss frances ig 
Ss, SSE a etc — = 
1e Personnel in training: 
Under 18 years of age: 
h First 6 months : | 0.80 $0). 187 . 70 $0. 165 
| 4 Second 6 months | 0) 21 0 IST 
€ Over 18 years of age: First 6 months ; 1. 20 . 28 5 223 
I’- ‘ = 
re . , 
r Small pieces mean watch movements—caliber 934 and under (second center 
. calibers, up to and ineluding 11, are included in small pieces). 
nh Large pieces mean watch movements—caliber over 954. 
All workers who work in communities other than those specified in zone 1, are 
a paid 2'sc per hour, or 10 centimes per hour less, except that first-class watchmaking 
aS factories are considered as being in zone 1, regardless of where they are located. 
Gold watch case makers 
le wa. 
Personne! in training ee ea ee ee 
6 months, minimum Experience 1 i kers, 
salaries average salaries 
Swiss Cents Swiss Cents 
\N franes (U.S franes (U. 3.) 
Manufacturing: 
n- Turwera,......... ; 1. 70 $0. 398 2. 40 $0. 565 
cs Finishers__. 1.70 3as 2.30 54 
d Jewelers, case and chain jewelers 1.70 | 398 | 2.50 9 
’ Jewel casemakers and setters ¥ 1.70 | Sus 2.40 . 565 
Casters___.... . | 1.40 327 | 2.20 | . 518 
Welders 1.30 | 305 2.00 . 467 
Stampers | 1.20 | 2s 1.80 | 42 
Auxiliaries _ . 1. 20 2 1.70 } . 308 
Finishing 
Polishing, finishing: 
Men 1 40 | 327 2.10 . 494 
Women } 1.20 | 3 1.70 | . 30s 
“ Lapidary work, buffing, mat finishing: 
Men | 1.40 . 327 2.40 MS 
a a . 1.20 | 2s 1.70 30s 
af Auxiliaries - . at : | a.) 187 1.30 305 
89 —<— = = a = — — = = — ——— 
a Minimum salaries per hour 
Men Women 
. Leatieagie ata SSS ee -—— 
5 | . a } 
5 Swiss franes oe Swiss franes, ar 
' 
2 <———— — — — —— ee ee ! ——E 
98 Personnel in training: 
74 Under 18 years-of age: | 
Ss First 6 months : 0.75 $0. 178 0.65 $0. 152 
67 Second 6 months ‘ 85 20 75 .178 
= Over 1s years of age: First 6 months 1. 20 28 95 . 223 
a8 
3 
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Watch finishers 


Fonds, Bienne, St. Imier, and Tramelan, are paid the following rates: 


Average salaries per hour 











Watch finishers in zone 1, which is Geneva, Neuchatel, LeLocle, Chaux-de- 




























Metal dial makers 


Average salaries per hour 








Men Women 





Large pieces | Small pieces 
Swiss | Cents Swiss Cents 
francs (U. 8) franes (U. 8.) 
' 
| | 
Assemblers of mechanisms and finishers... _.._- | 2. 20 $0. 518 2.35 $0. 552 
Preparers (cocks, cases, plates, jewel setting, poising 
balance wheel oe A | 1. 40 . 327 1, 55 362 
Finishers paetaavnedammnintiialiaeignamaune | 2. 30 . 541 2.45 | . 572 
Balance wheel cutters: 
Men... ddeudetnindeseibedan H aaa 2.10 494 2.25 . 532 
Women . peseceoenspaanese 1.60 374 1,75 | . 409 
Adjusters: | 
ES pailiesictcadiacatianis . 2.50 . 589 2.65 624 
MEIER 235d: cecthuuethationees Se caios 1.80 .42 1.95 | 455 
Correctors jaieen 2.00 . 589 2. 65 . 624 
Encasing dials... .... ‘ a 2. 20 518 2.35 . 552 
Assemblers and final adjusters... . i 2.40 | . 565 | 2. 55 60 
Chronograph assemblers... -. -- Qucesounecenees 2. 30 | - 41 prinaebtntemeill sabi ne 
' 




















i 
| Swiss Cents Swiss Cents 
francs (U. 8.) francs (U. 8.) 























Watch hands 





} Average salaries per hour 





ee | 2. 10 | $0. 494 | 1.60 | $0. 374 
GEE WIIG: « unntiianeeccseneuiegnetis ES sll 1. 80 .42 | 1.30 | . 305 
Auriliaries....... (ithependgingoupensen 1.60 374 | 1.20 | 2 









































Men Women 
Swiss Cents Swiss Cents 
francs | (U. 8.) francs (U. 8.) 
Specialists... PO WO ee Ue 1.9 $0. 443 1.35 $0. 316 
Auxiliaries. hihabamnagwedeeaese padncesel 1. 60 . 374 1.15 . 269 
Personne! in training: | 
Under 18 years of age: | 
SE ene enkeanne 75 .176 . 65 - 152 
Second 6 months............... itsechantiiciedinincht - 85 . 209 75 176 
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Main spring makers 





Average salaries per hour 






























































Men Women 
Swiss Cents | Swiss Cents 
francs (U.S.) | francs (U. 8.) 
Ce ea ae ee aR Yee 2.10 eo ctee 
Specialized day laborers.__.__.._............- Sabiciciakh 1,75 . 409 | AER OR 
Day laborers. --..- SE a Pe. «euros aN 1.60 . aes eee a 
Specialized women laborers. -_-_.......................}.....- soe ‘ | 1.35 $0. 316 
Women day laborers ____._... TOS A MPSIS#: Sees ee a Se a ‘ 1.20 28 
Personne! in training: 
Under 18 years of age: 
a ohnchnn ontnbenkatepaabaebeinan tall 75 - 176 | 75 . 176 
| ERE TSS .9 om i .90 a 
Over 18 years of age: First 6 months._..._.. aebee . 1.20 a.) 95 221 
' 
Jewels 
Averace salaries per hour 
| a 
Men | Women 
- Petey Re Si : 
Swiss Cents Swiss Cents 
| franes (U. 8.) franes (U. 8.) 
Easy work. ............. Se re Tee De. | 1.60 $0. 374 | 1.10 | $0. 257 
Tae sien siete iats deena 1.80 42 1,25 . 293 
Personnel in training: 
Under 18 years of age: 
I ae eee .70 .165 60 14 
Se IIE daca unccntcnabnnevadseacsintal 85 . 199 75 176 
Over 18 years of age: 
SRT Le Cea a ae -| -9 21 75 .176 
Next 6 months. ........ inneene Geen atin einen asf 1, 20 | 2 95 . 2% 
Pinion makers 
= ——- ! 
| Average salaries per 
10ur 
| Swiss Cents 
francs (U. 8.) 
Class 3....... 5 opt abnndtbncdepiselaletadtbkes oathhighcaethnsebtenedenss | 2.40 | MO. 565 
, RRR aa tc ab SR Re see He - m | 2.30 | 541 
Class 3 ° | 1.85 41 
Class 4....- Ahyigh nines nied btninataibeminginiaimaaiaie | 1.70 . 308 
SAS SED RE SES RS SEES ILE PI TE AEE ARE 1.50 . 350 
Class 6. ..... oe ‘ 4 pecdesoesébestes Le eo eee vote 1. 25 . 293 
SE Mscrinchndtes . ree LIES: + SARE, TEE ETL STENTS 1.15 . 269 





The labor court in defining ‘Calculation of average salary” said: ‘‘The average 
salary is calculated by category, separating hourly and pieceworkers, and dis- 
tinguishing, in the finishing of watches, between large and small pieces, 

“(a) Hourly workers.—In order to obtain the average salary in a category, the 
hourly salaries of all workers entering into this category are added, after which the 
total is divided by the number of workers taken into consideration. Example: 
in a dial factory, 10 specialized workers earn a total of 18.50 franes per hour. 
This figure, divided by 10, gives an average hourly salary of 1.85 franes, which is 
above the average fixed by court (1.80 franes). The factory, therefore, is not 
obliged to adjust the salaries of these workers. 

““(b) Pieceworkers.—The average salaries fixed by judgment or by agreement 
must be increased by 10 percent. Moreover, the same rules are applicable as are 
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in effect for work done by the hour. Example: five assemblers of mechanism, 
large pieces, zone 1, earn together 12.25 franes per hour. This figure, divided by 
five, gives an hourly average salary of 2.45 franes. As the court has fixed for this 
category a salary of 2.20 franes, which, increased by 10 percent, amounts to 
2.32 franes, the factory need make no adjustment, no matter what the salary 
earned by workers paid by the hour may be.”’ 

This means, of course, that if any group of workers were earning more than the 
average salaries established by the labor court, that they would not receive an 
increase. This would he like raising the expected earned rates for pieceworkers 
and not raising t')> piece rates. 

An analysis of (hese wage rates paid in Switzeriand, and comparing them with 
the wages paid at EPigin, Hamilton, and Waltham, conclusively proves that Swiss 
wages are less than one-third of American jeweled watch workers’ wages. 

Mr. Cenerazzo. A perusal of these rates will show that a watch 
finisher receives from 54.1 cents per hour to 57.2 cents per hour, 
American money, and in the United States the comparative rate for 
a piece worker, watch-finisher is $1.85 per hour with earnings averag- 
ing better than $2 per hour. <A pinion maker ranges from 26.9 cents 
per hour, class 7 to class 1 at 56.5 cents per hour in Switzerland and 
the comparable rate in the United States is $1.60 to $1.90 per hour. 

This pinion maker is an interesting comparison because the American 
pinion maker works on the same machine as his counterpart in 
Switzerland. 

These machines they work on are manufactured in Switzerland in 
Moutier by the firms of Beckler, Peterman, and Tornos and are sold 
to us here in the United States. One of the few pieces of machines 
not blocked for sale by Switzerland to American firms. The pro- 
ductivity from these machines must be the same but how different 
the wage rates are. 

Our average wages in the United States are in excess of $1.40 per 
hour and in addition there is the vacation with pay, the paid holidays, 
the group insurance, the pension plans, social security, unemployment 
compensation, which is part of the direct wage costs among other 
things. These are all based on the employee’s average wage in their 
payment and the total average wage is about $1.60 per hour. 

In Switzerland these figures will show the wages are from one-third 
to one-fourth of our wages. 

The records are clear as to what a 17 jewel-watch movement can 
be brought into the United States for. The Commissioner of Customs 
can readily make those figures available to your committee as can 
the Statistical Division of the Department of Commerce. Profit 
and all, 17-jewel-watch movements come in for an average of $6.10 
apiece, transportation costs with insurance not more than 10 cents 
per movement and the tariff ranges from $2.10 for a 17-jewel man’s 
watch movement to $2.70 for a woman’s watch movement, a total 
of $8.90. The cost of producing a 17-jewel-watch movement in this 
country is considerably in excess of that with American wage costs 
and other costs. How can a domestic manufacturer compete on 
equal terms with such competition? The State Department economic 
group points to the profits of Elgin and Hamilton and compares 
dollar profits but never compares the earnings ratio to sales now with 
prewar ratios. They don’t take into consideration what happens 
when a market settles down as the watch market did before the 
Korean invasion, and half of the domestic industry was unemployed. 
They never consider that the industry has not grown in units produced 
during the last 10 years even tho the market has more than doubled. 








iS 


ic 
S 
h 
8 
e 
1. 
d 
1. 





2 NE otis Sy 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 207 


If they studied the facts, they would find that Elgin’s production 
prewar included 7-, 9-, and 15-jewel watch movements and that today 
not one movement is taade by Elgin in these categories. They would 
find that Hamilton is faced with eliminating its competitive products 
in the low-price field for it cannot afford to produce them and has had 
to shift more and more into the higher price watch movement field, 
and that even here they are limited, for if they make more watches 
in the higher priced bracket their market necessarily drops in volume. 
They will price themselves right out of the market. A Hamilton 
watch has ee durability and there are only a limited number of 
persons who can afford to go into the higher price field, so the bulk 
of Hamilton’s business must be in watches that retail under $65. 
As unit costs go up in the United States, Hamilton is narrowed down 
more and more in its sales appeal. At everytcollective bargaining 
we must take into consideration this point, and because of it American 
watch workers’ average earnings are way down on the list of American 
workers whereas in Switzerland the watch worker leads the list. 

May I point out that with the American watch worker the average 
earnings are much the same as the textile workers in the United States, 
with the nonskilled much greater in most instances, and in Switzerland 
the watch worker heads the list and is even ahead of the fine machine- 
tool industry, as far as wages are concerned, and even there it is only 
approximately one-half or one-fourth more. 

As the representative of American watch workers, it is my job to 
protect their economic interests not only. at the collective bargaining 
but in all matters that affect their future livelihood which brings us 
to the very important point. 

The Elgin National Watch Co. is America’s largest watch manu- 
facturer. ‘They have plants in Elgin, Ill., and Lincoln, Nebr. A year 
ago they had substantial lay-offs. Their inventory was piling up 
and only the war economy caused by the Korean conflict brought 
some of these people back to work. Hamilton Watch Co. also had a 
lay-off simultaneously. We had 2,000 less workers at Elgin and 
Hamilton in June of 1950 employed than we had in February of 1949 
and an additional 2,300 not working at all in Waltham. 

Elgin National Watch Co. is a corporation. Many stockholders 
own it and select their management. This management’s responsi- 
bility primarily is for dollars and for the future well-being of the 
stockholders’ money. 

The American Watch Workers Union is a union and our prime 
responsibility is for the long-range economic security of the jobs of 
the American watch worker, which includes the Elgin employees. 

If Elgin were always a 100 percent domestic manufacturer in all of 
its business the economic welfare of the company and of Elgin employ- 
ees would be interdependent, but the Elgin National Watch Co. 
recently bought as a wholly owned subsidiary the Wadsworth Watch 
Case Co. of Dayton, Ky., a 61-year-old firm, and subsequently 
announced that Wadsworth is now a Swiss watch importer and would 
import movements to compete in the low price field where Elgin had 
been priced out of the market. They have assured the employees of 
Elgin that it would not affect their future employment; but, gentlemen, 
who among you can foresee the future and can give a guaranty that 
Elgin will not become a Swiss watch importer. When you look into 
the records of this very committee, a very honorable gentleman who 
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has since passed on, the late T. Albert Potter, former president of 
Elgin, said that economic conditions would eventually cause Elgin to 
become a Swiss watch importer if something were not done about the 
unfair advantage Swiss watch importers have in the United States. 

This is why we of the American Watch Workers Union are deeply 
concerned. We have seen Waltham go down because of economic 
conditions which were brought about primarily because it was elim- 
inated from the 7-, 9-, and 15-jewel field which was 55 percent of its 
production and that because it tried to develop markets for 17- to 21- 
jewel watches that it had neither the distribution nor the working 
capital to finance. 

Ve know that Elgin and Hamilton as well as Waltham can still 
make money as watch distributors of Swiss watch movements with 
the same stockholders and the same management but where will the 
jobs be of American watch workers when this finally occurs? And, 
gentlemen, it is happening right now. 

The stockholders can always obtain more money; and industry 
can cut down its management costs and maybe move elsewhere, 
but gentlemen, I would like to have brought you to Waltham, Mass., 
during the past 6 years and let you observe what I have seen: Men 
with unemployment compensation running out; young people be- 
tween 20 and 40 years can obtain jobs elsewhere; some men under 
50, skilled or semiskilled may obtain jobs, but a man over 50 does 
not have a Chinaman’s chance of getting a job, and one of the reasons 
is that a concern does not want to employ a man who is 50 years or 
over knowing that he will retire when he is 65, and I do not know 
where they got this erroneous idea that an American worker should 
have to retire at 65, but a concern feels that he only has 15 years of 
employment in which to build up a retirement, and they feel that 
when a man retires at 65 with an inadequate pension, he becomes a 
burden somewhere, with only 12 or 15 years to build up a pension, 
so they just will not hire him. 

The group insurance rates for young people are much less than they 
are for older people, so they do not want to assume that additional 
burden. 

Workmen’s compensation is based upon the same principle, so 
you will find today, in the city of Waltham, Mass., where men and 
women have been laid off from February 3, with only 300 back 
working on the inventory, and you will find over 800 people skilled 
and unskilled who are still out of work, looking for jobs, people 
who own their homes. 

And we would like to have the people in the State Department 
please explain the formula when they suggested to us in the United 
States that we work out a plan for retraining these people for other 
employment under our system. 

The General Time Corp. establishes a subsidiary in Scotland, the 
United States Time Corp. practically closes its production facilities 
at Waterbury, Conn., and establishes a plant in Dundee, Scotland. 
General Time is becoming a Swiss watch importer; United States 
Time had a contract to become the importers of Zenith Swiss watch 
movements. These are facts, not allegations. They are matter of 
record which no one can deny. 

So, under our trade-agreements program we exercise the preroga- 
tives established, not by law, but by administrative procedure. On 
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June 14, 1950, a hearing was held by the Committee on Reciprocity 
Information which is composed of representatives from various gov- 
ernmental departments to hear the case of the American jeweled- 
watch industry and that of the Swiss watch importers. At this point, 
I would like to put into the record a copy of my testimony before that 
committee. 

The CuarrmMan. Without objection it will be made a part of the 
record. 

(The statement referred to follows:) 


STATEMENT OF WALTER W. CENERAZZO, NATIONAL PRESIDENT OF THE AMERICAN 
Warcu Workers’ UNION 


My name is Walter W. Cenerazzo, national president of the American Watch 
Workers’ Union, which has been certified by the National Labor Relations Board 
for the employees of the Elgin Watch Co. at Elgin, Ill., Aurora, Ill., and in Ne- 
braska, the Hamilton Watch Co. in Pennsylvania, and the Waltham Watch Co. in 
Waltham, Mass., the only three companies that exclusively produce all of their 
parts in the United States, with the exception of the jeweled bearings. 

It has been a long, long time that the members of our union have waited for 
their hearing. Under ordinary circumstances the members of this committee 
listen to many industries that come before you, and sometimes you find flaws in 
the testimony. Many times people have imagined grievances and based upon 
that you develop, in my opinion, a resistance against the arguments that are 
advanced. 

In the case of the jeweled-watch industry, which I have been in for 9 years, I 
have been national president since our union was organized in 1943, I have watched 
the deteriorating processes that have come into this industry with less and less 
employment. 

I have seen the Waltham Watch Co., which produced 45 percent of its produe- 
tion in 17 and 21 jewels, and 55 percent in the 7-, 9-, and 15-jewel field, postwar 
have to go out of the 7-, 9-, and 15-jewel field in its entirety because it could not 
compete, and go into the 17-, 19-, and 21-jewel field, and I have seen that com- 
pany lose money because the president of the company who came in postwar was 
a former Swiss watch importer who believes, as Mr. Katz of Gruen does, and the 
importers do, that advertising is the key to success. 

le spent a great amount of money for advertising and his distribution fell 
down, large inventories were built up, and the company’s assets dimiaished 
down until finally the company had to go into reorganization, 

Waltham Watch Co. is a competitive company which has much good machinery 
and is in good shape, and in my opinion ought to be reorganized and will be 
reorganized when it comes before the court next Tuesday, but the prime problem 
of Waltham will be marketing its product, and you cannot market your product 
when jewelers’ shelves are flooded and when department stores are having cut- 
rate sales throughout the United States. 

So we come to Elgin and Hamilton. I have been in Switzerland. Last sum- 
mer I spent some time in Switzerland. Before that time I could not, with ae- 
curacy, say things except by hearsay, and having confidence in what people told 
me, but I know now, in my opinion, what goes on in Switzerland as far as watch 
production is concerned. 

I do not think our problem is with the Swiss people. I want to say this: that 
of all the countries I have ever been in, and I have been in about 20 so far, at 
least six South American countries and the other European countries, I know of 
no people whom I more highly respect than the Swiss. 

They are fine, outstanding people, and they come closer to the American way 
of life than any other group of people that I have ever met. Their living standards 
do not compare with ours because the purchasing power of the worker does not 
compare with ours. 

He does not make as much money in comparison to our people. His wages 
will run roughly one-third of ours. 

In 1949 during the hearings, Senator MeGrath, now Attorney General, asked 
Mr. Winthrop Brown of the State Department if he had any factual data in the 
State Department concerning Swiss wage rates, and Mr. Brown answered that he 
did not have that material available, and I asked him if they had a labor attaché 
and he said “No,” they had none at the Swiss Legation, and they did not have any 
of that material available. 
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When I was in Switzerland at the American Legation, I obtained a copy of some 
statistics that were filed in September of 1948 with the State Department which 
were on file at the time Mr. Brown said he did not have those statistics available. 
I would like to file a copy with the committee here, which gives the rates as they 
were given out by a labor court for employees of the watch industry in Switzerland 
on July 10, 1948. 

The official tabulation, in translating it into cents, is 4.22 franes for each dollar 
and it gives a very interesting comparison when you consider that a die and gage 
maker without benefits gets 24% francs per hour, 58.9 cents per hour, and an 
American die maker receives $1.90 per hour at Hamilton, Elgin, or Waltham. 
There are many more. 

Now the Elgin National Watch Co. and the Hamilton Watch Co., as far as 
efficiency is concerned, will compare with anything in Switzerland, and there is a 
great differential between Swiss production facilities aud American productioa 
facilities because at Elgin, Hamilton, and Waltham you produce everything under 
one roof. You manufacture and then you assemble and inspect and package 
under one roof. In Mr. Katz’ plant in Switzerland, Mr. Katz has three depart- 
ments, a plate department, a spring department, and a finishing department. 
All the other parts are made in other factories and brought in there, and that is 
why he can produce 800 movements per year. 

If he produced all of the parts of the watch under one roof, his ratio of experience 
of production per person per year would be no more than Elgin or Hamilton. 

‘ou take the Bulova plant in Woodside, Long Island. I have heard them say 
one-third is domestic production in the United States. I would bet my very 
life—I have never been able to get access into that plant—that Bulova does not 
produce all of the parts for all of the watches to give him a production of a million 
watches per year. He must import some of the parts, and a great percentage of 
parts in order to get a million watch movements per year. 

I know the employees of Elgin. I know the employees of Hamilton, and I 
knew them at Waltham. I have seen them work. 

I have been in a great many other industries. I do a great deal of public 
speaking throughout the country and I go through at least one industrial plant 
every time I go into another city. 

I think I know the principles of industrial engineering and I know what pro- 
ductivity per person means. I understand incentive systems. I know the differ- 
ence between piecework, group incentive, individual incentive, standard hours, 
and the various other factors that come into incentive systems, and I would like 
to point out to you that I know that the workers of Elgin and Hamilton who are 
working today produce as much as any Swiss worker does. 

The Swiss worker will not accept the principle of assembly-line production. 
The American worker has accepted the principle of assembly-line production and 
has made a success of his productivity on the assembly line. 

[ point this out to you because I believe when we talk comparatives we should 
know what we are talking about. Are we talking about a wholly contained 
watch factory, or are we talking about a company that simply makes the cap 
and imports the bottle? 

What are we trying to compare? I think that the only way this committee 
can really understand—I realize you are busy men but I think this problem is 
important enough—is for vou to go through the Hamilton watch factory and go 
through the Gruen watch factory and go through Mr. Katz’ small plant and see 
what is being produced and under what conditions they are being produced, It 
will be a revelation to you. 

I do not think that any group can hope to achieve the productivity that Hamil- 
ton and Elgin can in normal production facilities. The cooperation of the em- 
ployees and the type of management which they have compares with any other 
industry in America. 

Now let us take an Elgin employee. He comes to work and he goes to work for 
a company and he thinks he has got a steady job. Today at the Elgin Watch 
Co. between Elgin and Lincoln there are 3,759 employees. On December 1, 1248, 
there were 4,773. 

There is no employee of the Elgin National Watch Co. at its Lincoln plant who 
has been there less than a year and a half, with the exception of about 15 or 18 
people in one department which is a newly developed department. Everybody 
else had to be laid off and switches made. 

At the Elgin plant employees with 2 vears or less were laid off with the exception 
of probably 25 or 30 in the whole plant. Now the other people, 4 days a weck 
they went to work beginning April 17 to May 22. In order to keep from making 
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another reduction in force, the week of May 30 the company closed down entirely 
and at vacation time they are closing down for another week in order to keep from 
cutting down its number of employees. 

Now I say to you an employee working at Elgin who has been trained for the 
watch industry, who has a job, should have some consideration to maintain per- 
manency of employment. 

You come to Hamilton. The Hamilton Watch Co. on December 26, 1948, had 
3,240 employees. On June 1, 1950, there were 2,449 employees, over 800 less, and 
there are people with over 5 years seniority at the Hamilton plant who are laid off, 
young men who came to work after the war and thought they were going to have 
employment, and were trained on long learning period jobs, and they found them- 
selves laid off. 

In addition to that, the tool and die makers of that company have been on a 
4-day week for some time, and regardless of what Mr. Katz says, there are skills 
in a watch factory, skills that no machine can adopt and run automatically without 
skilled help. 

There are skilled jobs, and there are many, many more of them besides tool and 
die makers who are working 4 days a week at Hamilton. 

We say to ourselves in the American Watchmakers Union, we have a thousand 
less at Elgin and Lincoln, a thousand less at Hamilton and we go to Waltham, 
Mass., where 2,132 out of 2,358 persons who lost their jobs were employed on 
production and maintenance in that company. 

We have people, 121 persons, who are over 65 years of age laid off at Waltham, 
944 who fall in the category of from 45 years of age to 65 years of age, and the 
others below. 

This company had a 10-week shut-down in the summer of 1948. It was closed 
down December 28, 1948, for reorganization. It started to reopen around the Ist 
of April, and brought the employees gradually back until the Ist of July, and in 
September they started laying off again until on February 3, 1949, everybody went 
out again and there were only 1,200 left on the payroll when the company went 
down. 

Unemployment statistics, unemployment compensation statistics in Massa- 
chusetts, will show that in the city of Waltham today better than S00 of the 
original 1,400 who registered in Waltham are still unemployed, and in the sur- 
rounding communities the same ratio prevails. Less than 40 percent of the 
Waltham employees have gotten jobs, and those over 45 just cannot get jobs. 

Now what does this mean to the employees at Waltham? The employee of 
Waltham who is over 45 goes to work for another employer. If he has got a 
pension plan, the employer does not want to hire him because of the increased 
cost. If it is a group insurance, sickness and accident plan, he is an added 
burden to the employer's cost so he does not want to hire him. 

The change-over of employee, the training and so forth, makes it very difficult 
for the persons. To pull up roots and go to work somewhere else is often difficult 
for families. 

Now it is well for persons connected with the administration to say you can 
retrain employees and get work elsewhere. I would like to have those who 
deprecated our argumeots through the last 8 years to set themselves up as an 
employment bureau in Waltham, Mass., to go ahead and place these persons, 
better than 1,400 that we have still unemployed, help us place those people. 

We need jobs. We do not want welfare. We do not want charity. The em- 
ployees of Waltham want jobs, and there are no jobs available, and if the tariff 
had been increased properly, they would have had jobs, because what does this 
tariff argument come to? 

It is just a question that Mr. Katz of Gruen, Mr. Lazarus of Benrus, Mr. 
Bulova of Bulova Watch, and all of the other brand-name advertisers are able to 
buy their inovements for less than Elgin and Hamilton and Waltham, less than 
they can buy their movements, and they can take the spread and use it for longer 
markups to the retailer, not to the consumer, because the consumer pays every 
cent as much for a Bulova watch as he does for an Elgin or a Hamilton, and Mr. 
Katz notwithstanding, that can be proven by going out into any jewelry store 
and checking the prices of comparable quality and quantity. 

The differential is the cost to the retailer and in the amount of money which 
the importer has to go ahead and merchandise his product. How can he mer- 
chandise his product? Neon signs to the retailer, special advertising concessions 
to retailers, high pressure brand-name advertising. 

Now I grant Mr. Katz that the advertising is the thing that has made America 
great, and I think that he ought to advertise and Elgin and Hamilton and everyone 





212 EXTENSION OF REICIPROCAL TRADE AGREEMENTS ACT 


Cdl 


else ought to advertise as much as their budget will enable them to pay, but you 
cannot possibly advertise when you do not have the funds with which to work. 

You cannot possibly use up all of your earnings to advertise because there is 
nothing then left for the stockholder who is entitled to a fair return for the risk 
of his investment. 

Management is entitled to adequate payment for furnishing the brains of diree- 
tion to the enterprise, and labor is entitled to a fair day’s pay for furnishing a fair 
day’s work with the accompanying security that a prosperous enterprise can give, 
for when the enterprise is not prosperous, it can no longer give security of employ- 
ment, and fourth and most important, the consumer is entitled to the product for 
as low a possible price as can be given. 

I think the American jeweled-watch industry in Elgin’s, Hamilton’s, and 
Waltham’s case has met every one of those requirements, but they can no longer 
maintain those requirements in Waltham’s case because the company is no longer 
prosperous. 

The pension plan is dead because there is no one to pay into it as an employer, 
so that those employees have no pension plan upon which they can fall back. 

At Elgin and Hamilton there are 2,000 persons who have no employment, so 
regardless of what is in their union contract, it is meaningless to them. You 
cannot take a union contract that gives you vacations with pay, paid holidays, 
pension plans, group insurance, sickness and accident benefits, and various other 
provisions. What are you going to do, go out in the park with it and read it and 
enjoy yourself? I am sure there is much better reading than a union contract when 
you are unemployed. 

The workers of our industry want jobs, and I believe that this Trade Agreements 
Committee, by increasing the tariff to the maximum of 50 percent, will help narrow 
that gap so that even though Elgin, Hamilton, and Waltham are still working 
under a handicap—because I believe Waltham will be reorganized—they will at 
least be able to go ahead and resume productivity and production so as to put some 
of these people back to work who are unemployed. 

If we had a change in tariff, an adequate change in tariff—far in excess it would 
have to be of what this committee is empowered to do—we would find all the risk 
capital necessary to reopen Waltham with the adequate management that is 
necessary to run any firm, but if there is not risk capital around, you cannot hire 
adequate management to run a company, and the risk capital which has been 
available to open Waltham has been very, very slow in coming forth. 

I would like to close my presentation in this way. I would like to say to you 
that I believe vou have an obligation to protect the people of this industry in 
seeing to it that they can maintain their employment, not expanded employment 
but the people who have seniority in this industry and who have been laid off can 
return to work, 

I believe you have an obligation to check the facts, not irrelevant statements 
or statements that are thrown off the cuff that sound so good like 800 production 
per year, without knowing how those figures are arrived at. 

You have got comprehensive briefs that have been filed by the American 
jeweled-watch industry, by the Swiss watch assemblers. I think every statement 
that has been made ought to be put under a glaring searchlight and tested for 
the truth, and based upon that there can be only one conclusion, in my opinion, 
and that is a recommendation of this Trade Agreements Committee to increase 
the tariff a maximum of 50 pereent as permitted under present law. 

In addition to that when they talk about domestic industries’ relation to the 
national defense of our country, I think there is only one proper authority that 
can answer that question, and that is the National Defense Department of our 
Government. 

I believe that as the Treasury Department can tell us the ratio of profit of the 

importers in the domestic industry, because they have the facts available, and 
the Labor Department can obtain the facts on both Swiss wages and American 
wages, the one to answer this issue of the importance of this industry to the 
national defense of our country is the National Defense Department which has 
adequate facilities to bring that about. 
I know from my participation during this last war the part that Elgin, Hamilton, 
and Waltham played in the war. I know the many hours that were strained and 
spent by management to go ahead and produce, and I have seen people from the 
War Production Board come in and ery for production. 

In Waitham’s instance I remember the Army and the Navy and the Air Corps 
and the Marine Corps coming in and wanting a certain type of watch and wanting 
it vesterday, not tomorrow, and they asked the company to go on a 50-hour week, 
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and the company manager put the company on a 50-hour week, but before he 
could do it he had to go ahead and get permission of the State Commission of 
Labor in Massachusetts and the Department of Labor. 

A conference was called and it was pointed out that the Walsh-Healey Act 
prohibited them from working 9 hours a day for women between 16 and 18, and 
it was shown there by the production men if you left off these people and had to 
retrain new people, it would take, in some of the simpler jobs, 2 to 4 months to 
break the people in, and in some of the other jobs a longer time. 

If those people were out, you could not get completed movements, and they 
said, ‘“‘Let’s go ahead,” and somebody put in a call to Miss Perkins and that 
call was never translated into writing, but they went ahead and put everybody 
to work 50 hours a week for 6 months, and about 2 years later in walked an 
inspector from the Walsh-Healey Act and found the violation and fined them 
$30,000 because the thing had never been put into effect, and it cost the Waltham 
Watch Co. in this case $30,000 in fines in order to go ahead and acquiesce to the 
request of production yesterday, not tomorrow, for the national defense agency 
of our Government. 

This problem is one, as I say, that can be settled by the National Defense 
Department, and I think that the record shows that the Munitions Board thinks 
and the military thinks of this situation, because in the Munitions Board are 
agencies of the national defense which are represented, and so in closing I would 
say the facts are before you. 

I hope, I sincerely hope, on behalf of those men and women whom I have seen 
unemployed, that you do something about accepting your obligation to see that 
this tariff is increased at least 50 percent so that our people can go back to work, 

Mr. Cenprazzo. [t was interesting to watch the men who made up 
that committee. The Department of Commerce, Department of 
Defense, and the Department of Labor were fair and unbiased. Mr. 
Lynn Edminster of the Tariff Commission who presided as Chairman 
did his utmost to be fair at the hearing. The State Department was 
hostile and its representative did everything he could to try to destroy 
our case and was most helpful in his questioning to the Swiss watch 
importers. 

We asked for investigation of the economic factors at play in our 
industry. We wanted a fact-finding commission to separate the 
wheat from the chaff and once and for all establish the record and 
thus clear the atmosphere from the charges and countercharges of 
hearings before your committee and other governmental agencies. 
We wanted the hearing held with every witness sworn under oath. 
We finally obtained that and it is interesting to compare the statement 
of the Swiss watch importers there with the extravagant statements 
made before your committees at other hearings. 

Out of this hearing came no relief for the industry. An escape 
clause was requested of Switzerland which was agreed to in mid- 
October by Switzerland and the Tariff Commission told us to file a 
new request. 

We thought we were having a hearing to get protection, and we 
wound up by the perfunctory request for an escape clause in the 
agreement, which should be in effect since 1936, and then we were 
told that we were to start all over again. 

They have told us that they would have to make an investigation 
which might take a year or more or that the industry must file a 
comprehensive detailed request with all economic information con- 
tained therein which might speed it up. This application is in the 
final form and is about to be submitted to the Tariff Commission. 

Believe me, gentlemen, there is nothing in this application that will 
not stand up; it has been checked and will stand up, and it can be 
investigated; it is being prepared by the companies involved and they 
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have taken long days’ time to make sure that everything that has to be 
done is there. 

However, gentlemen, there is nothing in the machinery of the trade- 
agreements program to guarantee us relief except the whims of Mr. 
Brown and his associates. And, gentlemen, these men in their desire 
for the furtherance of the trade-agreements program have developed 
a most apprehensive attitude toward anyone who seeks relief and 
wants higher tariffs. They have built themselves into an attitude, and 
it is an honest one on their part, that increased tariffs are bad for 
America and our economy and that no one shall break the line and 
that includes us—the American watch industry—so important to 
national defense. 

You men who make up the Ways and Means Committee were 
delegated the authority by the founding fathers of this Nation to 
write and enact legislation. It is my opinion that you should take 
the architect’s idea of Cordell Hull and write legislation that will put 
this idea into effect and not continue to enact and reenact the present 
Trade Agreements Act which has no adequate machinery established 
to enable American industries that are hurt to obtain relief. 

Every foreign government protects its interests and either through 
the use of quotas or tariffs, or other economic barriers, protects the 
people of its nation-—-or protects the vested interest of its nation in 
most cases. 

You cannot compete in any market on an idealistic plan when your 
competitors are utilizing other means and other plans. You cannot 
talk people into removing tariff barriers and the use of quotas as we 
have tried at Torquay and at Habana. We will never be successful 
in establishing one world until first we get to the root of the evil which 
is that the governments of other nations whom we do business with 
do not exercise the formula of America which is simply what I call 
cooperative capitalism. 

Cooperative capitalism; what is it? 

1. The investor shali receive a fair return upon his investment 
commensurate with the risk he takes in the enterprise. 

2. Management shall receive adequate payment for furnishing the 
brains for direction of the enterprise commensurate with the skill 
that it furnishes. 

3. Working men and women shall receive fair remuneration for 
producing a fair day’s work with the accompanying economic security 
that a prosperous enterprise can always furnish. 

4. That unit cost shall be kept as low as possible so that more per- 
sons can afford to buy the products that they themselves make. 

5. The Government is of the people, by the people, and for the 
people, and shall always regulate abuses whenever they crop up to 
the detriment of the many by the few and that the Government shall 
step into the void to furnish the services when private enterprise 
cannot service the many. 

Gentlemen, that’s the formula of America. It’s why you and I 
enjoy the fruits of America and it’s the basie difference between the 
way we live and the way the people of other countries live. There’s 
one little thing and a very important one that the working men and 
women of America have that the workers of other countries do not 
have, which improves their living standards and keeps down the living 
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standards of foreign workers for their lack of it, and that is free col- 
lective bargaining. 

Communism, socialism, falangism, fascism, nazism, social demo- 
crats, Fabian democrats—all government systems, all fail because 
nowhere do they build any expanding dynamic economy where every- 
one participates in the fruits of productivity. 

All these systems are either devices for a totalitarian state or the 
crack-pot theories of well-meant, illusionary revolutionists who destroy 
nations rather than build. And, until our State Department settles 
down to logic and common sense and figures it all out and then starts 
to export the formula of America for others to emulate we're never 
going to make progress with the people of Europe and Asia in winning 
them over to the American concepts of liberty and freedom. 

Gentlemen, our economic system is a religion with me. I believe 
in it so much that I want the people of other nations to enjoy it. For 
[ realize that only in this way can we have peace in the world. How- 
ever, gentlemen, for a man to work and not be able to buy the things 
he produces is frustration at its best and that is what is happening to 
the nations of the world, with the exception of the United States and 
some other English-speaking countries. 

What other nations need, gentlemen, is not American dollars to 
support their governments and lessen the taxation load upon their 
people. They do not need hand-outs. They need a formula which 
is the formula of America. What we need to do is give other nations 
the formula of America so that they can adopt a constitution under 
which tyranny cannot exist and which will guarantee to them honest 
government and an economic system which will enable those that are 
so very poor to become middle-class citizens of their nations. 

As this is done in all nations, it will raise the standard of living, 
build consumer income, and subsequently consumer demand, and 
when we reach that point, then maybe we can have that one world 
that Franklin Delano Roosevelt and Wendell Wilkie dreamed about 
but which will never be a reality as long as totalitarian governments 
exist in the world and as long as feudal lords run other nations for the 
benefit of a few. 

Until then, foreign trade must have working rules that are fair and 
equitable that will not penalize nations which pay higher wages than 
others according to our standards. American manufacturers must 
he protected with equality at the border. This can only come about 
through scientific tariff setting under authority specially drafted and 
delegated by the legislative branch of the United States Government. 
Gentlemen, self-preservation is the first law of nature and must 
necessarily be the first law of the American Government. You are 
the elected representatives of the American people. To you the 
American people must depend to furnish the self-preservation of the 
(American worker. Other nations protect themselves. Who is 
there to protect us today under the trade agreements program? 

May I make these recommendations to your committee: 

1. Establish the Tariff Mission as a fact-finding agency which really 
works at it with adequate manpower to get the facts whenever an 
application is filed for relief. 

2. Establish a Reciprocal Trade Agency with men representing the 
legislative branch as well as the executive branch to bargain with 
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foreign countries on the question of tariffs with authority to impose 
restrictions of all types, including quotas, for you must fight fire 
with fire. 

3. Have Congress establish a commercial policy that is so clear and 
concise that all nations will understand that as they improve living 
standards and raise workers’ wages that we will reduce their tariffs 
accordingly, that we will penalize the low-wage countries and help 
by lowering tariffs for the fair-wage countries. 

4. That the Voice of America start exporting the formula of 
America, not only to the people of other countries but to the gov- 
ernments of other nations so that they will stop representing the few 
and become the government of all in their nations. 

Gentlemen, | could give you many similes to prove my points. 
I could tell you of my experiences in traveling through European and 
South American countries. I went through 78 foreign plants in a 10- 
week period and | know what I saw—modern up-to-date machinery 
comparable to anything that we have, with workers producing as much 
as we do but getting paid in substandard wages which enable them only 
to live in substandard conditions. Is that what Marshall plan was for? 
That isn’t what George Marshall said at the Harvard Tercentenary 
when he announced the Marshall plan. That isn’t what the American 
people thought as they were paying the taxes for the Marshall plan. 
We know it had to be done. It’s been done, but isn’t it a good idea for 
people who enjoy middle-class living to start giving others the formula 
for middle-class living and to help them get it. 

These illusionaries—these dreamy-eyed idealists—these impractical 
persons whom you can't help but love for their give-away of their shirts; 
but don’t we just have to resent it when they start to give away our 
shirts without accomplishing the objectives that we desire. 

They want to abolish the copyright law, without realizing that they 
are giving away the jobs of printing-trades workers and the businesses 
of printers throughout America. 

The largest printing job in America is that for the Encyclopedia 
Britannica. The controlling stock interest is completely owned by 
Senator Benton of Connecticut. Senator Benton said because of the 
printing costs of the Britannica, and you understand he said that 
3 days after the election, not 3 days before the election, since the 
printing costs were so high he was going to transfer the printing 
of the Encyclopedia Britannica to Great Britain where the costs are 
so much lower than they are in the United States. 

The Encyclopedia Britannica is printed today in one of the largest 
nonunion shops in America, in Chicago, and the wages paid there 
are not low enough, so he intends to move the printing of the Britan- 
nica over to England, and Senator Benton knows that the State De- 
partment wants to take out of the tariff the rates that have protected 
the American printing industry since early 1900. 

It means that no book can be sold with copyright protection in 
the United States unless it is printed in the United States of America, 

They wanted to make an international copyright law to print 
certain specific things abroad, and they have been active for it all 
these years. Why? I cannot understand; [ cannot comprehend 
why. All I know is that the standards of the companies, I assume, 
are not the standards applicable to citizens living in the United States, 
who would have been greatly interested if they knew their jobs 
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could be moved to a foreign country where the wages are much lower. 
Under the copyright policy in America, 75 to 80 percent of all the 
books and magazines are printed now on a weekly basis, and under 
an international copyright, they will be transferred to foreign coun- 
tries because of the cheaper wage cost. 

These dreamy-eyed idealists “alw ays want to start at the top level. 
They want the building built without paying for the bricks, without 
obtaining the steel. They think that because they hire the architect 
and draw the plans that’s all there is to it. They forget all about the 
engineer, the contractor, the brick masons, the carpenters, and all 
the other hard work that’s necessary to build the building. They 
have short cuts to everything. Gentlemen, as the success of every 
American enterprise is efficient, alert management and hard work, 
so it is in the field of world peace and foreign trade. There are no 
short cuts. Isn’t it about time that Mr. Winthrop Brown and his 
associates in the State Department found this out before they cause 
more persons to lose their jobs, their families, their hopes, and their 
aspirations? 

There is only one agency that can give America that protection 
against these impractical idealists, and that is the Congress of the 
United States. Gentlemen, the challenge is yours; the responsibility 
is yours. What are you going to do about it? 

(The following matter was submitted for the record by Senator 
Wiliam Benton, of Connecticut: ) 

UNITED STATES SENATE, 
Washington, D. C., January 27, 1951. 
Hon. Rosert L. Doveurton, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: I would first like to thank you for your kind permission 
to insert in the record of the hearings of the Ways and Means Committee my 
comment to the wholly inaccurate and misleading charges made by one of your 
witnesses concerning the Encyclopaedia Britannica of which I am the publisher. 

There is nothing new in the charges made by Mr. Cenerazzo. He is raking up 
some old chestnuts. I would like to insert in the record of the hearings two 
statements written by Mr. Robert C. Preble, president of the Encyclopaedia 
Britannica. One, a letter, was sent to Mr. Joseph D. Keenan, director of the 
Labor’s League for Political Education, 1525 H Street NW., Washington, D. C., 
on June 14, 1950, and the other is a comment which I asked him to pre pare 
following the January ‘ 25 testimony by Mr. Cenerazzo. I believe these statements 
are self-explanatory and completely refute the statements made by the witness 
before your committee. 

I would, however, like to point out here that I do not at any time recall ever 
making any statement to the effect that the Encyclopaedia Britannica was 
transferring its printing operations to Great Britain because of lower printing 
costs. This statement was attributed to me by your witness and I would like 
here to categorically deny it. Indeed I did want ant to start printing operations 
in England, I fought against it but finally was forced to make the move because 
of the British quota limiting the number of books we could export to England. 
This, of course, constituted a loss in our sales volume and revenues. I would 
like to add that the books printed in England are destined for sale in the pound 
sterling areas. British production will not total more than 10 or 15 percent of 
Chicago production and British production is all in addition to Chicago produc- 
tion rather than a subtraction from it. If we were not printing the books in 
England we would not be selling them in England. However, the Encyclopaedia 
Britannica was faced with the necessity of either closing down its sales operation 
in Great Britain and losing this portion of its overseas market or printing in 
England to protect its world markets in the pound sterling areas. 

Another factor which I feel needs clarification is the statement dealing with 
supposedly lower printing costs in England. <A eable from Mr. Burt Dolphin, 
our managing director for Great Britain, would seem to indicate that even if 
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labor costs may be lower, the total cost of producing a set of the Encyclopaedia 
Britannica is far higher than in Chicago. This cable shows that the paper on 
which the Eneyclopaedia Britannnica is printed has risen in cost 100 percent 
since we started our overseas operation. English manufacturing facilities, in 
addition, are not as efficient as those in this country. 

May I, Mr. Chairman, also add that the overseas printing operations of the 
Encyclopaedia Britannica, while a reeent innovation, is not unique in the history 
of the United States economy and its overseas investments. Indeed thousands 
of United States companies have manufacturing facilities and plants and other 
substantial interests abroad. The economies of this policy are obvious not only in 
the ease of the Enevelopaedia Britannica but for other United States industries 
These investments are designed to protect our overseas market and this means 
additional revenues and further employment for the United States economy as 
a whole. 

Very sincerely yours, 
WILLIAM BENTON, 
United States Senate. 


JuNE 14, 1950. 
Mr. Josern D. KEENAN, 
Director, Lahor’s Leaque for Political Education, 
1525 H Street NW., Washington, D. C. 

Dear Mr. Keenan: Senator Benton has asked me to write you about our 
business relations with R. R. Donnellev & Sons Co. 

Donnellevs commenced printing and binding Eneyclopaedia Britannica about 
1909. I don’t know whether any other plant could have been induced to handle 
so large a job at that time. For econotaical production we must print at least 
20,090 sets on eech run—are vrintine 27,409 sets et present. Only 29,000 sets 
with 26,543 pages per set means over 500,000,000 pages to print. Printing in 
forms of 16 and 32 pages, this still represents about 17,000,000 press impressions 
for each edition. 

Obviously a large amount of mechanical equipment and plant space is required 
for such a job. I don’t doubt Donnelleys’ statement that they have several 
hundred thousand dollars invested in extra equipment needed only for this 
Britannica work. A couple of weeks ago the vice president of another large 
printing and binding concern told me it would be necessary for him to install at 
least $200,000 worth of additional equipment if he took on the job of producing 
another encyclopedia half the size of Britannica. 

Probably it is apparent from the above that publishers are not free to shift 
these big jobs from one plant to another at will. When Senator Benton acquired 
control of Britannica in 1943 there was no practical way in which he could have 
transferred our printing and binding to another plant. Even after the war, no 
one wanted to take on an additional contract of such size. 

We are under no obligation to the Donnelley Co., work with them on a year-to- 
year basis. Since last fall when the printing and binding situation commenced to 
loosen up a bit, we have endeavored to secure bids on the open market. Thus far 
we have been unable to secure satisfactory prices from any of the limited number 
of plants large enough to handle Britannica. 

For this reason our board of directors last winter approved reorganizing our 
editorial program to permit producing Encyclopaedia Britannica in two different 
plants as two units of 12 volumes each. We have issued notice that this will be 
our manufacturing policy in the future. 

As to Donnelley’s union status, I don’t believe they have operated on a “closed 
shop” basis for over 40 years. However, the company officials have told us that 
they do not refuse to bargain with certified A. F. of L. or CIO unions, that they 
do not sponsor “company unions,” and that many of their employees are members 
of unions. 

Aside from the Encyclopaedia printing and binding, I believe that all of our other 
mechanical work is produced in union shops. Certainly it is not to our advantage 
Editorially to split the production of the Encyclopaedia into twosets. But, we 
wanted to do this in order to make our printing and binding available to any 
smaller plants interested in handling it. 

If there are any other questions on this subject which you think I might be able 
to answer, I will be very glad to hear from you. 

Sincerely yours, 
R. C. PResie, 
Executive Vice President. 
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A SrateMenT BY Mr. Rorert C. PREBLE, PRESIDENT OF THE ENCYCLOPEDIA 
Brivannica, Cuicaco, Inu, 


Contrary to statements made before the House Ways and Means Committee, 
on January 25, by Mr. Walter W. Cenarazzo, Encyclopedia Britannica, Inc., 
has not been importing sets of Encyclopedia Britannica from England, has no 
agreement to import sets, nor any intention of importing sets. 

Persons uninformed in the field of book publishing frequently misunderstand 
several important principles: First, the nature of the United States copyright 
laws is such that books cannot be printed in England and imported into this 
country in quantity without loss of copyright protection. On this basis alone it 
is ridiculous to assume that sets of the Encyclopedia Britannica would be im- 
ported from England for sale in the United States. Second, British Government 
regulations relating to imports are such that to provide encyclopedias for British 
distribution in any substantial quantity it is necessary that these be printed and 
bound in England. This is accomplished by supplving duplicate printing plates 
for the Encyclopedia Britannica to English printers. Third, Britain does not 
have the printing plant capacity for large-scale manufacturing and resultant 
economies which are possible in the United States. Hence there is no probability 
that British printers could handle the production of the Encyclopedia Britan- 
nica for the United States market, even if there were no other considerations. 

In the United States, the R. R. Donnelley & Sons Co., of Chicago, commenced 
printing and binding knevclopedia Britannica about 1909. Whether any other 
plant could have been induced to handle so large a job at that time seems im- 
probable. Under Britannica’s continuous revision program, about 25,000 sets 
are printed at one time. With 26,543 pages per set, 25,000 sets means about 
625,000,000 pages to print. Printing in forms of 16 and 32 pages, this represents 
over 20,000,000 press impressions for each revised edition. 

It should be apparent that a very large amount of mechanical equipment and 
plant space is required for such a job. Donnelleys have stated that they have 
several hundred thousand dollars invested in extra equipment needed only for 
this Britannica work. 

The truth is that a book publisher is not free to shift so large a job to another 
plant at will. The Donnelley Co. happens to be a nonunion ee although 
Britannica has a large amount of additional work which is produced in union 
plants. The Britannica company has no permanent agreement with the Don- 
nelley Co., working with them on a year-to-vear basis. Consequently any other 
printer and binder is welcome to bid on the Britannica work but thus far none of 
the limited number of United States plants large enough to handle the printing 
of Encyclopedia Britannica has been interested in submitting satisfactory prices. 

As to Donnelley’s union status, apparently they have not operated on a ‘‘ closed 
shop” basis for over 40 years. The company Officials state, however, that they 
do not refuse to bargain with certified A. F. of L. or CIO unions, that they do 
not sponsor company unions, and that many of their employees are union members. 

It may be of interest to note that the union plants which do work for Eneyelo- 
pedia Britannica, Inec., include Spinner Bros. Co., C. O. Owen & Co., the Conkey 
Division of Rand McNally & Co.—and a complete list would be quite lengthy. 

The Crarrman. Mr. Cenerazzo. how many watch manufacturers 
are there in the United States? Give the names of them, please. 

Mr. Cenerazzo. Elgin, Hamilton, and Waltham are the only three 
that are competent domestic watchmakers. Bulova has a plant at 
Whitside, Long Island, where they manufacture a part of their move- 
ment. They claim they manufacture a million movements. I know 
it is true. They employ 2,200 in manufacturing the watch case, 
according to Dun & Bradstreet. Then you have no others in the 
United States except those three—Elgin, Hamilton, and Waltham. 
Of course, Waltham is in the Federal court for reorganization at the 
present time, and we have over 2,000 persons laid off in that company. 

The CHatrman. Your testimony has been based largely upon the 
experience of the Waltham Manufacturing Co. and the fact that it 
has not succeeded very well recently and that a number of the em- 
ployees who worked for that company have been thrown out of 
employment. Is that right? 
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Mr. Cenerazzo. I would not say that. I think my testimony 
points out the basic flaw in the trade agreements program. Those 
people who administer this program never take into consideration 
American unit costs. 

The Cuarrman. How many employees work for just those three 
chief companies—the one in Massachusetts and the ones in the other 
two States? 

Mr. Cenerazzo. Elgin, Ill., and Lincoln, Nebr. 

The CHarrmMan. How many employees are there in those three 
companies manufacturing watches? I am just inquiring for informa- 
tion. I do not want to get into any argument at all, because you are 
an expert on watchmaking and I am not. How many employees 
work in those three watch companies? 

Mr. Cenerazzo. | am going to give you those figures. On Decem- 
ber 1, 1948, there were 4,773 employees of the Elgin National Watch 
Co. at Elgin, Ill., and Lincoln Nebr. 

The Cuainman. How many? 

Mr. Cenerazzo. 4,773. In June 1950, there were only 3,759— 
1,000 less than were there in December 1948. Today there are 
probably 200 more that have been brought back into some war work. 

At Hamilton, in June of 1950, there were 2,449, and on December 
26, 1948, there were 3,240. There were over 800 less. As of January 
14, there were 2,718, which included the defense work they were 
doing. You will note that even with the defense work going into 
that plant, there are still 500 less than there were in December 1948. 

At Waltham, there were 2,300 persons. Today there are less than 
400 working. There are 1,900 less. 

So actually what you have today is 3,500 less people employed in 
this industry than you had in December 1948. 

The CuairMan. Assuming, according to those figures, there were 
something like 10,000 in 1938: 

Mr. Cenrrazzo. There were never more than 9,700. 

The CHarrmMan. Nine thousand? 

Mr. Cenerazzo. Nine thousand seven hundred. And today you 
are down to probably less than 6,000. 

The CuatrmMan. Taking 9,700 people employed in the watch 
industry, how many people in the United States use watches; how 
many are watch consumers? 

Mr. Cenerazzo. I would say today the first thing any boy wants 
is a bieyele, and the next thing he wants is a wrist watch. I think 
the first thing every young lady wants when she grows up is a wrist 
watch. So today nobody knows how many wrist watches are being 
used, but we do know they are being used at the rate of about 
10,000,000 a year. And out of those 10,000,000 a year, 80 percent are 
Swiss watches, whereas before 50 percent were American watches. 

The Cuamman. You say a boy wants a bycycle first and then a 
wrist watch. Can you tell me, outside of food and clothing and 
medicine, perhaps, anything that is more of a necessity in our modern, 
every-day economy than a watch? 

Mr. Cenerazzo. I do not know of anything, because Americ: 
runs on time, and without a timing mechanism industry cannot 
hope to go ahead and run the country on time. And to show how 
important this time is to the Nation, I would like to point to a picture 
of a plant in Pforzheim, Germany, where the British Royal Air 
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Force, in the city of Pforzheim, Germany, in 22 minutes killed 23,000 
people to destroy the timing mechanism industry of Germany. That 
shows the Allies thought enough of it to kill 23,000 people in 22 
minutes in order to kill that industry because it would help us knock 
Germany out of the war. Yet we won’t do a single thing to help the 
American jeweled watch industry, which is so essential to keep the 
United States running in peacetime as well as wartime. We won’t 
do a single thing to help them, and yet we lost no time in knocking 
out the watch industry at Pforzheim, Germany, where they killed 
23,000 people in 22 minutes. I do not understand that. 

On page 9 here is a picture of Pforzheim, Germany. 

The CuarrMan. Are not the millions of people in all walks of life 
who, as a matter of necessity, use watches entitled to some considera- 
tion along with the employees in the three cities which manufacture 
watches? Are not the consumers as well as the producers—the 
women who work for wages in shops, factories, offices, and the men 
who work in the industries of the country for daily wages and usually 
have no larger incomes than to meet the necessary expenses for their 
daily lives throughout the United States—are they not entitled to 
some consideration along with the few employees in the watch 
industry? You have singled out a comparative few who manufacture 
watches, but are not these others entitled to some consideration in our 
legislation? ? 

“Mr. Cenerazzo. I think the ones you should talk to about that 
consideration are the Swiss watch importers. Those watches that 
come in made by the people in Switzerland, with the profit and all of 
the manufacturer, cost $6.10. That is what they sell for to the 
importer. And then you have to add the mark-up of the jeweler 
and the profit of the importer. The records will show that. 

The CuarrMan. Will the record show that the watches manufac- 
tured by the Swiss, on an average, are of as high a price as the Ameri- 
can manufactured watches? 

Mr. Cenerazzo. That is right, for comparable quantity and 
quality. 

The Cuareman. I am not talking about that; I am talking about 
prices ° ; 

Mr. Cenerazzo. Compared with the average price of the Swiss 
watch, in many cases it exceeds the price of the American watch and 
in all cases is about the same. 

The Cuarrman. Why is it, then, that the American manufacturer 
cannot compete with the Swiss manufacturer, if the consumer has to 
pay as much for a Swiss watch? 

Mr. Cenerazzo, All you need to do is to turn on your television 
set and radio, and you will see Bulova watches advertised and Gruen. 
You will see high pressure advertising of all kinds. You, as chairman 
of the Ways and Means Committee, have the figures available to you. 
I do not. I would suggest that you ask for the tax returns of the 
Swiss watch importers and the tax returns of the American watch 
manufacturers and ask to see their advertising budgets and see the 
profits and then compare both, and you will get the surprise of your 
life, Mr. Doughton—and I know you have had many surprises in 
your life—because you will see the high ratio of the money used for 
advertising and the profits of those Swiss watch importers. 








222 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


The American consumer does not know—I make this statement here, 
as | made it under oath before the Tariff Commission—the American 
consumer does not know he is getting a foreign movement in his 
watch case. 

The Cuarrman. Now, referring to your contention about profits, 
so far as | know—and, if I am wrong, you correct me—the Waltham 
Watch Co. is the only American company that is in trouble today. 
You talk about profits. Is it not a fact that the Hamilton and Elgin 
companies have operated, from the standpoint of profits, at a high 
level in the last several years? 

Mr. Cenerazzo. There are only three companies in the domestic 
watch industry—Elgin, Hamilton, and Waltham. There is always a 
marginal producer, and Waltham was a marginal producer. 

When we went to war in 1941, Waltham went to war, and they 
remained at war for 5 years. You did not give us any protection, 
because we were operating as an administrative agency. When they 
came back after the war was over, its market was gone. They could 
no longer make 7-, 9-, and 15-jewel watches. It did not profiteer out 
of the war, and it did not have the working capital to go in and do the 
job. Waltham is as much a war casualty as any boy killed in Korea. 

Let us go to the other two. Their profit per unit cost, their profit 
compared to the sales ratio of importers, is less today than it was 
prewar. And, on top of that, the market has expanded in the United 
States to almost double, and Elgin has not captured any part of that 
expanded market; neither has Hamilton. 

What you say in effect through the program of the State Depart- 
ment is that “You bleed and die, and you people go the way of 
Waltham.” If Elgin and Hamilton should go broke, forget about the 
Swiss improters; just wait until they die and then come in and ask for 
relief; forget what the figures show; forget what the facts show; 
forget the fact that before Korea half of the industry was laid off and 
when the market settled down they had to cut the price and sales fell 
off in every American department store and they had distress mer- 
chandise on their shelves; forget all about that, and when you do come 
before a congressional committee and none of the Government agen- 
cies in the executive branch give you relief when you are dying and 
with hundreds of people unemployed, you do not get relief then; you 
people here won't give relief to us. 

I believe you are sincere; I believe you are a fair man; I believe if 
vou understood the situation and had time enough, you would do it; 
but if you forget about the industry and let it die, who is going to make 
timepieces; who is going to make clock calendars? Can the Gruen 
Co. make them? 

The Cuarrman. Will you not tell us why it is that the Hamilton 
Watch Co. and the Elgin Watch Co. can operate at a high level of 
profit and the Waltham Co. is in bankruptcy, if the Waltham Co. is 
an efficient manufacturing company? 

Mr. Cenerazzo. I do not agree with that. 

The Cuarrman. They all are subject to the same tariff law, and 
they all have the same market, so why is it that the Waltham Watch 
Co. is in financial distress and the others are operating at a high level 
of profit, if there is no question of efficiency involved? 

Mr. Cenerazzo. There is no question of efficiency involved, and 
the records and facts show that. And if I were here under oath, I 
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would say the same thing. Elgin and Hamilton are not profitable 
companies in the sense of “making big profits. 

The Cuarrman. In the sense of paying dividends, they are. 

Mr. Crenerazzo. They have not paid dividends in ratio to their 
business. 

The Cuatrman. Well, they paid an extra dividend last year, which 
shows they had a high level of profit. 

Mr. CENERAzzO. ‘No, sir. They paid 15 cents extra dividend, 
which is the first time—15 cents extra per dollar. Isn’t that a te rible 
thing for a company to do—to pay an extra 15 cents dividend on the 
dollar—with the present economy of this country on an inflated basis 
and which only approaches 50 percent of the dividend they paid in 
1930? Is it not too bad that they got $1.15 to help make it up. 

I do not agree that that is excessive, and I do not think you do. 

The Cuarrman. 1 would like to get an answer to my question. If 
the Waltham Co. is an efficient manufacturing company, why is it 
they cannot make a profit like Hamilton and Elgin and the other 
corporations? They all have the same American market, and why 
is it they cannot do as well as the other two, if they are efficiently 
operated? 

Mr. Cenerazzo. Because the tax laws you enacted in the last 15 
vears would not let them save enough money out of their earnings to 
ve solvent and stay in business and maintain their working capital. 
And the tariff laws should be worded so that risk capital will come into 
the business, and the Waltham Co. did not have sufficient risk ¢ apital. 
And they got a loan of $4,000,000 from the RFC, and the RFC has 
gotten $2,000,000 of its money back up to yesterday, and they are 
going to get another $100,000 back the Ist of June, and there is suffi- 
cient cash in the treasury to pay off right now all they owe, except they 
need money for working capital. 

The company is solvent; it is not insolvent. The Waltham Co. has 
been declared solvent by the Federal court. But it cannot make 
money under the present tariff laws, because it cannot get working 
capital. 

The CuarrmMan. Let me ask you this: Have not they filed a petition 
in bankruptcy? 

Mr. Cenerazzo. They filed a petition for reorganization. There 
is a big difference. 

The Crarrman. Have they filed a petition in bankruptcy? 

Mr. Cenerazzo. It filed a petition for reorganization im . bank- 
ruptcy court, but it is not bankrupt. 

The Cuarrman. What is the difference between filing a petition for 
reorganization and filing a petition in bankruptcy? 

Mr. Cenerazzo. There is a lot of difference. Section 10 of the 
Bankruptcy Act permits a company which has its assets in a frozen 
state to be reorganized and permits it to file a petition for reorganiza- 
tion in the Federal court, so that everybody’s interest can be protected. 

Bankruptcy means you have not enough money to pay your debts, 
and you have to pay off at so many cents on the dollar. The W altham 
Co. can pay off 100 cents on the dollar. 

The CuHarrman. Have not they secured considerable loans from 
the RFC? 

Mr. Cenvrazzo. They have not secured considerable loans; they 
got one loan of $4,000,000, and they got more headaches than if they 
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had gone ahead and stayed away from the RFC. They would have 
been much better off had they given up work. It became apparent 
that the RFC is one of the most incompetent agencies of the Govern- 
ment, and the President of the United States stepped in and changed 
the RFC, and that is one of the reasons Senator Fulbright investigated 
the RFC. 

The Waltham Co. has not received substantial loans. They 
received $4,000,000, on which they have paid interest and have paid 
some of that back. The loan has been reduced $2,000,000, and 
the loan is well secured with assets to assure it and will all be paid 
back. 

The Cuatrman. Well, if they are doing so well, what are you 
complaining about? 

Mr. Cenerazzo. I am not complaining about it, Mr. Doughton. 
You asked the question about the RFC loan. You complained. I 
complained about it because we have 2,000 people thrown out of 
work, and they cannot get back to work because the need for the 
services of jewelers is lower. And because Hamilton found itself with 
a surplus inventory last year 800 people were laid off, and Elgin 
found itself with a surplus inventory and 1,000 people were laid off. 
That is what I am hollering about; that is what | am complaining 
about. Maybe vou are not interested in American human beings; 
mavbe you are. Iam, 

The CHarrmMan. But you have not expressed any concern whatever 
for the American watch consumer, the buyer. 

Mr. Cenerazzo. That is why the mark- -up in the watch industry for 
Hamilton watches is less than any other mark-up in the United 
States—-why the mark-up of the jeweler in the United States is less 
than the mark-up of any other mark-up. And on Elgins it is less 
than many, many importers’ mark-up—much less. The American 
consumer gets a much better break from Elgin, Hamilton, and 
Waltham than he does from the Swiss companies. 

The CuatrmMan. I am interested in any company that is financially 
embarrassed; I am interested in those who labor in industry in this 
country; but I do not see why the people all over the United States 
should pay tribute in the way of increased prices for watches in order 
to take care of a few people who work in three cities of the United 
States that manufacture watches. If they make as good a watch 
as the Swiss companies, I do not see why they cannot get the market. 

Mr. Cengerazzo. That is because you have not studied compre- 
hensively or even casually the state of the industry. I ask you to 
show me where the consumers have paid less for Swiss watch move- 
ments than for American made watch movements of comparable 
quality and quantity. It just cannot be done. 

I happen to represent the employees of Hamilton and Elgin. 
They are two prosperous companies. I am not coming here only 
representing Waltham employees. They are part of our organiza- 
tion, but the bulk of our organization are Elgin and Hamilton em- 
ployees, and I come here representing two prosperous companies. 
They are not prosperous in the sense that the Swiss watch importers 
are, but they are making a profit and paying a dividend. Is not that 
the American way? Is not that what you are supposed to do—make 
a profit? 
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I remember one company, whose biggest plant was at Dayton, 
Ky., became a Swiss watch manufacturer under the name of Wads- 
worth, and if it was so profitable to make watch movements in 
America, why did they shift to Swiss watch movements? 

The CaarrMan. Is any Swiss company manufacturing watches 
in the United States? 

Mr. Cenerazzo. Of course not, and under the cartel agreement, 
it would be impossible for them to come in here and manufacture 
watches. 

Mr. Katz, of Gruen, appeared before your committee 2 years ago 
and said in 6 months they were going to have a plant. But where is 
it? He was going to make hand-tooled watches but not in mass 
production. Why don’t you ask him to allow you or a member of 
your committee to go through his plant, and then you will have an 
opportunity to see for yourselves. And if he makes 75,000 move- 
ments in America, he would be out of business as a Swiss watch 
importer under the orders of the cartel. 

The CaarrmMan. What is the bulk of Swiss watches sold in this 
country compared to watches of American manufacture? 

Mr. Cenerazzo. It is 20 percent American today and 80 percent 
Swiss. 

The Cuarrman. Well, there must be some difference in the price. 

Mr. Crnerazzo. No. 

The Cuatrman. Are the American people so ignorant that they do 
not know the difference? If the American-made watch is as good 
and the price is as low, then why do 80 percent of the people of the 
United States buy Swiss watches? 

Mr. Cengerazzo. If you knew anything about the jewelry business, 
you would know the answer to that. It is because the fellow behind 
the counter is the fellow who sells a Swiss watch to you. He can 
make more money selling a Swiss movement than he can selling an 
American movement, and you won’t know you are buying a Swiss 
movement. 

The Cuamman. Well, that reflects on the American salesmen of 
watches. According to that, it looks like the Waltham people and 
the Elgin people and the Hamilton people must have a very poor 
class of salesmen. 

Mr. Cengrazzo. I do not agree with you there at all, because the 
American jeweler in a small town—— 

The Cuarrman. You say the other watches are as good as the 
American watch, but if the Swiss watches are no better and no cheaper, 
then why is it that 80 percent of the watches that are bought, as you 
say, are of Swiss make, if it is not because of the skill of the salesmen? 

Mr. Cengprazzo. May I answer that question? 

The CuarrMan. Yes. 

Mr. Cenerazzo. If you knew anything about the retail end, you 
would know that the store sells the goods they can make the biggest 
mark-up on. There is no reflection on the salesmen of Elgin or the 
salesmen of Hamilton. They have stayed in business in spite of this 
and have managed to come up with a profit through their unusual 
ingenuity and salesmanship. They have had to work harder to do 
it, to sell their American-made watches versus Swiss-made watches. 
But the American jeweler tells his clerk what he should push, the same 
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as every other retailer does, and it just comes back to what he can 
make the most money on. It is an honest thing to do—to sell the 
thing you can make the most profit on—and that is what the jeweler 
is doing by his selling the thing on which he can make the most profit. 

The Cuarrman. Are not the salesmen of Swiss watches mostly 
American salesmen? 

Mr. Cenerazzo. They are the distributors; that is right. 

The CuarrmMan. Certainly. So it is American salesmen against 
American salesmen—American salesmen selling Swiss watches and 
American salesmen selling American watches. Now, why is it, if 
there is no difference in value, that the salesmen of Swiss watches are 
getting so far ahead of the salesmen of American watches? 

Mr. Cenerazzo. Because the movements are made in Switzerland 
and are sold here for $6.10 even after the cost of duty and transporta- 
tion are paid. 

The CHarrman. But you say it is not sold to the consumer any 
cheaper. 

Mr. Cenerazzo. That is right. 

The CHarrMan. So the contest is between the salesmen and not the 
price of the watch, the cost of the product or what the watch sells for. 

Mr. Cenerazzo. If I had 100,000 pounds of tobacco to sell and I 
sold it for 21 cents a pound and was the best salesman in Amercia and 
some fellow came through with 100,000 pounds of tobacco of compar- 
able quality and wanted to sell it for 16 cents a pound and he was as 
lousy a salesman as he could be but had a price of 16 cents a pound, 
which would you buy? 

The CuarrmMan. But the salesman—— 

Mr. Cenerazzo. Which would you buy? 

The Cuarrman. But the American salesman sells imported cigars 
and cigarettes the same as he sells American cigars and cigarettes. 

Mr. Cenerazzo. Let us get it at the wholesale level of bulk tobacco, 
one selling for 21 cents a pound and one selling for 16 cents, a slick 
salesman selling the 21-cent tobacco, a high-pressure salesman, really 
a top-notch salesman, and a jerk salesman who does not know his 
way around selling at 16 cents a pound. Which one would you buy 
at the wholesale level? That is where the problem is—at the whole- 
sale level. The importer buys and distributes to the retailer, and if 
he marks the price to the retailer down lower, that fixes the price at 
which he can offer it to the consumer. And the jeweler would not 
buy and could not sell the American-made watch even though the 
salesman of the Swiss watch may not be as good and wonderful a 
salesman as the salesman of the American watch. The jeweler buys 
the one which is cheaper, and so would you buy the tobacco at 16 
cents a pound. 

The Cuarrman. I do not think the American buyer or consumer 

Mr. Cenerazzo. He has nothing to say about it. 





The Cuarrman. I do not think the American consumer would pay 
more for a Swiss watch than he would for an American watch that is 
better. 

Mr. Cenprazzo. And how does he find out it is a Swiss watch? 

The Cuarrman. That is the substance of your argument. 

Mr. Cenerazzo. How does he find out it is a Swiss watch when he 
goes into the jewelry store to buy it? 
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The Cuarrman. Well, the man who invests his ‘money is supposed 
to be the judge of what he buys. 

Mr. Cenerazzo. That is mght, and he is at the mercy of the 
retailer and is at the mercy of the laws you establish in Congress. 
All you do is to let him put “Swiss’’ on the dial, and there is many a 
person today wearing a Swiss watch—a great many of them—who 
thinks it is an American made watch, when it is not. 

The Cuarrman. I cannot understand your position, to be perfectly 
frank. 

Mr. Cenerazzo. I do not believe you do, sir. 

The Cuatrman. I do not believe I do. 

Mr. Cenerazzo. That is right. 

The Cuarrman. That the American salesman of the American 
watch is not as good a salesman as the American salesman of a Swiss 
watch. 

Mr. Cenerazzo. That is not true. But you give the American 
salesman of the Swiss watch a price advantage to sell the American 
watch, and he would sell that. 

The Cuatrman. Then, if I understand, the American consumer, 
the American buyer, of the Swiss watch is not a judge of the difference 
between the Swiss watch and the American watch. 

Mr. Cenerazzo. He is a judge of the difference after he gets it. 
That is why he comes back and buys an Elgin, Hamilton, or Waltham 
watch. He finally gets stuck and has to invest his money all over 
again. 

The Cuarrman. Then why can they remain in business? 

Mr. Cenerazzo. Because everybody is a sucker; a sucker is born 
every 5 minute; so that they have enough suckers to keep on selling 
inferior watches. 

The CuarrmMan. I do not think you want to be on record as saying 
the American buyer is a sucker. 

Mr. Crenerazzo. No; that is not so. If that were so, then we 
would have an awful lot more people out of employment, certainly. 
But that is not so. 

The Cuarrman. Well, you say the American buyer who invests his 
money to the best advantage is getting gypped every time he buys 
a Swiss watch. 

Mr. Cenerazzo. No. 

The CHarrMan. Well, that is your position, 

Mr. Cengrazzo. No; that is not my position. 

The CuarrMan. Well, if he can get a better watch made in America 
for the same money, if he is a good judge, then why does he buy a 
Swiss watch? 

Mr. Cenerazzo. Because the retailer sells it to him. 

The CuarrMan. Maybe you can explain that to yourself, but not to 
me. 

Mr. Cenerazzo. May I say if you would make a study of retail 
methods in America, maybe you would let these wonderful people at 
Harvard who give courses on selling and promotion show you what is 
done. The American market is used to promotion methods, and the 
promotion money available to the importers is far greater than the 
promotion money available to the American companies. 

I can appreciate your position. You have to knock down any 
witness who brings logic and common sense against the trade agree- 
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ments program. You have to. It is part of the program. But the 
day will come when the American people will catch up with it, and 
you will realize, as chairman of this important Ways and Means 
Committee, that the American people are entitled to self-preservation 
from their Government, and they will savy “You go ahead and give 
us the work that the Swiss are getting.” You are protecting “the 
American salesmen of watches. W hy don’t you protect the American 
manufacturers? Why don’t you protect the American manufacturers 
at the border? Then we will all be happy. 

The Cuairman. If I can understand your discussion, the American 
manufacturer needs better salesmen, and the American buyer of 
watches needs a guardian. 

Mr. Cenerazzo. I do not agree with either statement. All we 
need is equality at the border at the wholesale level. That is all we 
need. You cannot make my statement say that. All we need is 
equality at the border, and it is about time vou closed the differential. 
We are not going to get anywhere with the Democratic Ways and 
Means Committee, because you have a definite position to be achieved. 
But you ought to go out and be a businessman. 

The CrarrmMan. Are there any further questions? 

Mr. Reev. Mr. Cenerazzo, our distinguished chairman—— 

Mr. Cenerazzo. He is a nice guy. 

Mr. Reep. He is all right; he is a good man. 

Mr. Cenrerazzo. He is a nice guy. 

Mr. Reep. He spoke about a few benefiting at the expense of the 
rest of the country. IL wonder what would happen if we took peanuts 
and cotton off the duty and quota list and off the excise list. What 
would you think of that? 

Mr. Cenerazzo. I think what would happen would be the same as 
I say in Santiago, Chile, where 10,000 skilled people had been placed 
in an American cotton mill in Chile, and the cotton all comes from 
Peru—long staple cotton—-and it is run by a company there with 
some American money. W. R. Grace & Co. bought American ma- 
chinery and equipment, and they are making cloth there and selling 
it in other markets, and also they buy the cotton cheaper. 

Mr. Rerp. I was a little interested in your statement in regard to 
people finding out the difference between a Hamilton watch and a 
Swiss watch. In 1949, as a result of high-pressure advertising, I 
bought a Swiss watch and paid a pretty good price for it. Just about 
last fall, it went wrong; so I took it in to a Swiss outfit and asked them 
about it. They said they would have to send it to the factory. They 
sent it to the factory, and the factory said it would cost $30 to repair 
it or they would allow me $10 on a new watch—another Swiss watch. 
I now have a Hamilton and am wearing it. So that illustrates one of 
the points which you make. 

Now, I just want to read from a little list here about our imports. 

In 1935 our American production of jeweled-lever escapement 
watches was 1,263,000; our imports for consumption were 1,201,000. 

In 1939 our production of jeweled-lever escapement watches was 
1,841,000; the imports jumped to 2,919,000. 

In 1940 the production here was 2,226,000, and the Swiss imports 
were 3,536,000. 

In 1941 our production here was 2,656,000; the imports were 
4,301,000, 
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In 1942—we are getting close now to where our watch companies 
had to give up making watches and go into making precision instru- 
ments for the war—our production in 1942 was 1,845,000, and the 
imports were 5,293,000. 

In 1943 our production here was 1,588,000, and the Swiss imports 
jumped to 7,997,000. 

In 1944 our production was 1,516,000, and the imports were 
6,915,000. 

Now, in 1945 the domestic concerns making watches, of course, had 
been going into making precision instruments, and this is at the end 
of the war. ‘The Swiss imports for consumption in 1945 were 9,398,- 
000, and the American production was 1,273,000. 

In 1946 our production was 1,736,000, and again the imports 
were 9,655,000. 

Then in 1947 our people were beginning to get back again a little 
bit of their market, and so their production was up to 2,417,000, 
and the imports were 7,757,000. 

Then in 1948 our production was 2,755,000, and the Swiss imports 
were 9,046,000. 

I have not the figures for 1949, except the imports. I do not 
know what the production here was. The imports were 8,099,000. 

And in 1950, January to November, I could not get our production, 
but the imports were 8,440,000. 

That would rather explain, would it not, the impact of these 
imports on employment in this country? 

Mr. Crenerazzo. That is correct. 

Mr. Reep. I would like to insert this table in the record. 

The CHarrmMan. Without objection, that may be done. 

(The matter above referred to is as follows:) 


Jeweled watches: United States production and imports for consumption, 1935 and 
1939-50 


[Quantity in 1,000 units] 


Production Production 
of jeweled- | Imports of jeweled- | Imports 
Year lever es- for con- Year lever es- for con- 

capement sumption eapement | sumption 

watches ! Watches 
1935 , 3 1, 201 1945 1, 27 9, 398 
1939 1, S41 2,919 1946 1, 756 9, 65, 
1940 2, 226 8, 536 iM7 2.417 47, 757 
1941 2 656 4, 301 1U48 22.7 49.046 
1942 1, 845 4, 29 149 (3 48, OY 
1948 1, SSS 7. 997 1950 (January to November) #8, 440 
1944 1, 516 6.91 | 


1 Production data represent aggregate sales and include sales to the Government commencing in 1941. 
Compiled from reports submitted. 

2 Party estimated. 

3 Not available. 

4 Preliminary. 


Source: U. S. Department of Commerce, except as noted. 


Mr. Cenerazzo. The figures you read for 1942, 1943, 1944, 1945 
for domestic production were not for civilian use. Those were time- 
calendar watches, waterproof, and airplane clocks and many other 
things made by the domestic industry for wartime use. It is in- 
teresting, too, at this point to show if the domestic industry were 
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not alive, we just would not be capable of producing the timing 
mechanisms necessary in time of war. 

Mr. Reep. You have been abroad. I do not think you brought 
out how many hours a day these foreign workers have to work. 

Mr. Cenerazzo. In Switzerland, they work a 48-hour week. 
Switzerland is a country where the internal economy is something 
that is very tightly controlled. Their economy is very tightly con- 
trolled. If you took an American watchmaker to Switzerland and 
paid him American wages, he would be driving a Cadillac car the 
same as the Swiss watch manufacturers do, because he would really be 
flving high. But take a Swiss watchmaker and bring him to the 
United States and pay him Swiss wages in the United States, and he 
will either be on the relief rolls or will starve to death. 

You cannot measure this thing by what wages they make in Switz- 
erland and America. He does not live as well as we do, but he lives. 
He rides a bieyele and many other things. 

Mr. Reep. I have great respect for Switzerland—— 

Mr. Cenerazzo. You never find a man like Mr. Doughton of the 
United States in a high position in Switzerland arguing against the 
Swiss watchmaker. In this month’s Reuters they had a statement 
showing that the Parliament of Switzerland is protecting the Swiss 
watchmaking industry by putting on price controls, import controls, 
machinery controls, and all of the other things, because they want to 
protect their domestic industry. I would like to see our Government 
do the same for us. 

Mr. Reep. What part of a watch—the works in a watch—is made 
by hand or has to be made by hand? 

Mr. Crenerazzo. It has to be assembled by hand. There are 
many, many operations that are hand operations, and there are many 
machine operations. There are 143 parts to a watch. 

Mr. Reep. What proportion of those are made by mass production? 

Mr. Cenerazzo. They are all made by mass production. 

Mr. Reep. Is it not true that the watch industry is fundamental to 
any country that ever expects to get into war? 

Mr. Crenerazzo. If the Democratic members of this Ways and 
Means Committee would only realize the importance of this jeweled- 
watch industry to the defense of this Nation, they would not let this 
go by the beards. 

Great Britain has appropriated 1,000,000 pounds for the develop- 
ment of a watch and clock industry and subsidized several American 
manufacturers of nonjeweled watches to come into Scotland to their 
jeweled-watch factory, which is Smith & Co., in England; and after 4 
years their production is less than 50 movements a day. 

The Government of France through high tariffs is trying to develop 
a watch industry on the French side of the Swiss border and they are 
making some headway. 

Mr. Reep. England learned her lesson on precision instruments dur- 
ing the last war. 

Mr. Cenerazzo. That is right. One of the weaknesses of Russia, 
in case of a war, is the fact that there is only one jeweled-watch factory 
in Russia. And that is an American company that went broke, the 
Duberhampton Co. of Canton, Ohio, that was taken over, bought, 
lock, stock, and barrel to Russia. 
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Mr. Reep. In the event of an all-out war with Russia, and in the 
event that a large number of submarines cause a great deal of trouble 
and make it difficult to bring over watch parts, even in planes, we would 
be in a rather serious condition if we had to use our watch-manufactur- 
ing plants for the manufacture of precision instruments, and could 
not make watches and timepieces; is not that right? 

Mr. Cenerazzo. It is my opinion, Mr. Reed, that without the 
American jeweled-watch industry this country could not win a war. 
That is not only my opinion, it is the opinion of the United States 
Munitions Board in a letter which it sent to the RFC, when it said 
that a basic minimum level of production was essential in these plants 
for the national defense of the United States. 

The National Resources Board has declared that the jeweled-watch 
industry is one of the most critical industries in America, and still all 
we hear is “Buy a Swiss watch, it is cheaper.” 

I cannot understand the Democratic members of this Ways and 
Means Committee that are allowing an argument like that to continue 
to be made and that are allowing this whole thing to go by the board 
and allowing the State Department to sell us down the river, as far 
as an essential industry is concerned. It just does not make sense. 

Mr. Reep. I want to commend you, Mr. Cenerazzo, for the zeal 
with which you present your case each time, and your efforts to help 
the workers in this industry. I thank you very much. 

Mr. Cooper (presiding). Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I, too, want to congratulate you on your statement. 
Regardless whether anyone may agree with everything vou say, 
nobody can gainsay the fact that you are earnest and sincere and 
are always the same so far as your loyalty to those whom you repre- 
sent is concerned. It cannot be questioned. Iam glad you are here. 

Mr. Cenerazzo. Thank you, Mr. Jenkins. 

Mr. Jenkins. Let us sum up this matter and see if this is not just 
about the gist of the situation. As I understand it, you say that the 
jeweled watch that comes in from Switzerland costs to manufacture 
$6.10 and $8.90; is that correct? 

Mr. Cenerazzo. That is not quite correct. That is not to make it; 
it s sold to this country, to an importer in this country, duty paid, 
with profit to the Swiss manufacturer. 

Mr. Jenkins. And everybody who has been connected with the 
transaction up to that point is satisfied? 

Mr. Cenerazzo. That is right. 

Mr. Jenkins. That is to say, everybody has fixed his own price; 
the worker has got his wages, and the watch has come to a port in the 
United States, and that is the price of it? 

Mr. Cexerazzo. I would have to disagree about the worker getting 
his wages, because under the union system in Switzerland he does not 
have too much to say about it. His wage is set. He cannot do much 
about it. 

Mr. Jenkins. Well, he has been paid his wages, and the cost to the 
importer in America is $8.90 and $6.10 for these two watches? 

Mr. Cenerazzo. That is right. 

Mr. Jenkins. Let us assume that that same watch was made in 
this country, by Hamilton, or any of the other watch-manufacturing 
companies here its cost would be about what? 
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Mr. Cenerazzo. Anywhere from $14 up to $30 depending upon 
the type of movement and the number of adjustments, and so forth. 
There is one interesting thing that I would like to point out to you 
here, which I think is very important to the record and that is that 
these watches are adjusted when they are shipped over, but they are 
simply stamped “Unadjusted” and come into the United States 
marked “Unadjusted,” when all they have to do is to put the dial 
and the hands on and then sell it to the consumer. Yet they are 
marked “Unadjusted” and the Treasury Department does not enforce 
the adjustment paragraph of the Tariff Code and the importer de- 
duets from $2 to $3 in tariff because of that. 

Mr. Jenkins. The point that I am making is this. When the 
Swiss watch comes into competition with the American watech—I 
am now just talking about the watch movement—it costs the im- 
porter $6.10 and $8.90, but would cost the manufacturer in this 
country about two and a half times as much, is that right? 

Mr. Cenerazzo. | would not say that. It would run from $14 
to $30, the average watch movement. That would compare with the 
17-jewel watch movement that is brought in. It would run any- 
where between $14 and $16 and the variation is according to the 
adjustments that are made. 

Mr. Jenkins. Now, that difference gives the man who sells the 
Swiss watch a certain number of dollars to play with, that he can 
use for advertising, for instance. You hear the advertising on the 
radio every night. Millions of dollars are being spent by the watch 
dealers in advertising and sentiment is built up for the product, 
undoubtedly, because advertising pays, or they would not do so much 
of it. The newspapers get the benefit of that, and I have no complaint 
about that. But when an individual comes into a store to buy a 
watch, it is not altogether the kind of salesmanship that is used in 
the store, because the individual has been pretty well sold before he 
vets to the store. 

Of course, if the Waltham Watch people were to advertise that 
much, their watch would cost more money; and they would have to 
sell it for that much more. 

Now, that margin is what you are complaining about and that is 
what you think should be remedied by legislation; and I agree 
with vou. 

Mr. Cenerazzo. That is correct, Mr. Jenkins. 

Mr. Cooper. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stupson. Of course, there is no reason why the watch-manufac- 
turing industry here should not take care of far more than 20 percent 
of the people, other than the fact of these excessive imports; is not 
that right? 

Mr. Cenrrazzo. That is correct, sir. The industry cannot expand. 
They are retrenching all the time. A company may be alert in 
technological improvements and in management and in using tech- 
niques, assembly-line techniques, reducing the man-hours necessary, 
but all that happens is that they wind up with exactly the same num- 
ber of movements, but with less people. 

Mr. Stimpson. The reason that these successful companies that are 
making a little money do not see fit to expand and make the cheaper 
watches to take care of the American public’s demand is that they 
cannot do it because of the hazards involved; is that right? 
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Mr. Cenrrazzo. At the wholesale level Elgin sells a watch to a 
jeweler, a watch that is considered a cheap watch. Each one of those 
that they sell costs them—that is, they lose on each one of those 
watches from $2 to $4 apiece. But they have to do it in order to get 
a certain price-range bracket into their business. 

\M[Ir. Simpson. Do you see any opportunity for this industry to 
expand in the United States? 

Mr. Cenrrazzo. None whatsoever. I see a natural decline. If 
we get into a war and we take over the facilities of Elgin and Hamilton 
and Waltham for purposes of defense production, we are going to lose 
the civilian market completely, as we did during World War IL and 
we will not have a domestic watch industry when it is time to recon- 
vert. And there will be no jobs for us to go back to. 

Mr. Stupson. Does the American consumer get any benefit what- 
ever from the importation of Swiss watches? 

Mr. Cenerazzo. He does not. 

Mr. Simpson. One of the principal purposes of the reciprocal trade 
agreement program is to bring lower costs to the American consumer, 
is it not? 

Mr. Cenerazzo. If that were true, the Democratic members of this 
committee would have been fed by the State Department and by the 
importers with enough ammunition to knock me down on what is 
happening at the consumer level. 

Mr. Simpson. That is right. What we are doing, in effect, is 
simply supporting competition to the American producer and limiting 
the expansion of this industry in this country. 

Mr. Cenerazzo. And creating a great hardship on a lot of nice 
people who have spent their lifetime in this industry, and who will 
wind up without a job and with no chance for anything. 

Mr. Simpson. You are the president of the unions of workers at 
these several plants, are you not? 

Mr. Cenerazzo. The entire American jeweled-watch industry is 
100-percent organized; yes, sir. 

Mr. Simpson. I believe you have one of the most responsible jobs 
in the United States and I am going to try to ask a few questions to 
develop one point. If you represented a foreign nation and you 
wanted to make war against our country and do it most effectively, 
which industry would you say was the most vulnerable in this country 
in the sense that if it were destroyed, you would destroy our ability to 
wage a war? 

Mr. Cenerazzo. I think the watch industry would be the industry. 
Remember, you cannot—this is some information that I picked up— 
you cannot detonate an atomic bomb without a timing mechanism. 

Mr. Simpson. I assume that is correct. So it is very important 
that those men be well organized, in a cohesive organization; that they 
be fine Americans; that they believe in the American way of life and 
the American form of government; that they have no tendency to 
admit into their group people who are not of the same mind. So I 
repeat that your job, in your capacity as president of that union, which 
you carry out very well, is a vitally important one. 

Mr. Cenerazzo. I would like to say, Mr. Simpson, if I may, that 
our union from its inception would not permit any person who was a 
Communist or who was dedicated to any organization that wanted to 
overthrow the American form of government—we would not permit 
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any such person to hold any elective or appointive office in our union. 
And I am happy to say that I was one of the crusaders for the non- 
Communist oath in the Taft-Hartley law. 

Mr. Simpson. I compliment you on that, and I would hazard the 
guess that there are not very many in your union who are either Com- 
munists, or who want to overthrow our Government. 

Mr. Cenerazzo. That is correct, sir. 

Mr. Simpson. I know that if you discovered any, you would get 
rid of them one way or another. Now, with reference to the Waltham 
Co., is it not a fact that their hardship stemmed from the fact that 
they lost their market when they went 100-percent patriotic and into 
war work during World War II? 

Mr. Cenerazzo. That is so, sir. And I would like to point out to 
you some of the work that we did in Waltham during the war. It was 
all done on a competitive basis, the low bid got the contract. Here 
are just some of the things that we made as a result of submitting a 
a low bid: Electrical parts for aircraft, chronometers of several types, 
compasses, fuses, detonaters, mechanical time pieces, drift sights, 
remote-control cable, rifle parts, speedometers, springs, compensating 
precision watches for navigation, fire-control parts, general military 
service precision parts of a wide variety. 

And then they talk about this company being inefficient. But 
they were the low bidders for this contract. Contracts were awarded 
in the watch industry on a low-bid basis. They were able to perform 
these duties and while they were doing so, the Swiss manufacturers 
took away our market. 

Mr. Simpson. And that company paid taxes during that period, so 
that they had no big reservoir of capital to use in an effort to regain 
their market, is that correct? 

Mr. Crenrrazzo. That is correct. 

Mr. Simpson. Their market was gone. 

Mr. Cenrrazzo. The market for 7, 9, and 15-jewel movements has 
disappeared out of America, because you can bring in a 17-jewel 
movement from Switzerland of the pin-lever type, so cheap; it is a 
cheap-watch type. They make them up in four price varieties. 
There is the really high grade jeweled watch like Elgin and Hamilton 
and Waltham. Then there is another jeweled watch which is made 
up of vou might say reject parts of the high-grade watch, and so forth. 
That type of watch also comes into America and it has taken up the 
market of the 7, 9, and 15-jewel watches that were made by Elgin, 
Hamilton, and Waltham. 

Mr. Simpson. You said something about a watch factory that had 
gone out of business and had been bought and taken over to Russia. 

Mr. Cenrrazzo. The Duberhampton plant; yes. They went out 
of business in 1928. The whole plant was bought and sent over to 
Russia. I have talked to a number of American soldiers and I have 
talked to people in Switzerland who tell me that that is the plant that 
Russia has now. It is a very large wrist-watch movement. That 
is one of the reasons why the Russian soldiers were so anxious to get 
in touch with our soldiers over there during the last war, and explains 
their interest in wrist watches. 

Mr. Simpson. I cannot speak for the other members of this com- 
mittee, but L know that there is not a man on this committee who, 
if he believed that our defense depended upon the maintenance of 
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this industry in the United States and that the industry were being 
damaged severely under the present law, but that would insist that 
some change in the law be made. I know that is their characteristic 
and I know they would do that. But how do you recommend that 
we go ahead?) What can we do with the State Department? 

Mr. Cenerazzo. If the men in the State Department were honest 
with themselves and wanted to do what is right for the United States, 
they would simply raise the tariff to the maximum limit. They 
would make a recommendation to Congress that you pass an addi- 
tional tariff on watches in addition to the 50 percent that it could be 
raised, so that there would be equality at the border. And they 
would insist that the Treasury Department administer the matter 
of adjustments so that they would come in at comparable quality 
and cost. 

Mr. Simpson. All vou are asking is—— 

Mr. Cenerazzo. Equality at the border, that is all. 

Mr. Simpson. So that the price of the watches when they reach 
our border would be the same as the price at which we manufacture 
them here. And from that point on, so far as advertising and sales- 
manship are concerned, they would be on the same level? 

Mr. Cenerazzo. Yes. There should be an actual study of costs 
done by an independent agency, if that is necessary. 

Mr. Stmpson. And under that kind of competition, you believe that 
the American watch industry could become solvent and would be able 
to expand? 

Mr. Cenerazzo. I know the sales manager of Elgin; I know the 
sales manager and the organization at Hamilton. I know the president 
at Waltham and the sales organization at Waltham. On a comparable 
basis there is nobody in the Swiss watch industry that could touch 
them for salesmanship, management, and so forth, even with the 
high-pressure methods of Bulova. 

Mr. Simpson. And you believe further that the price would not 
go up? 

Mr. Cenerazzo. The price would not go up, because the mark-ups 
that we have are so low. The ones who took advantage of the mark- 
up during the last war, when there was no American competition, 
were the Swiss watch importers. And if you destroy us, the American 
consumer is really going to pay through the nose, because the Govern- 
ment of Switzerland will then really go ahead and charge for the 
watches that go out of Switzerland, because there will be no competi- 
tion here. The only salvation for the American consumer is to expand 
this industry, because then the prices will remain low and competitive. 

Mr. Simpson. And there will be additional taxes collected by the 
Federal Government from these companies, too? 

Mr. Cenerazzo. That is correct, sir. 

Mr. Simpson. I, too, want to commend you for knowing your case 
and presenting it very faithfully and, 1 hope, successfully before this 
committee. 

Mr. Cenerazzo. Thank you very much. 

Mr. Cooper. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Just before the election the State Department said 
that they were going to insist that an escape clause be included in 
the Swiss agreement. That I believe has now been agreed to by 
Switzerland. Do you see any hope for help in that? 
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Mr. Cenerazzo. All I can say to you, sir, is that I am a born 
optimist or | would not be coming back here through the years. 
There is always hope. As long as there are human beings, there is 
always hope; as long as we are alive, there is hope. 

The question that comes up in my mind is as to whether or not the 
American people are going finally to wake up as to what is going on 
and stop people like Senator Benton from doing what he is doing 
with the Encyclopedia Britannica and with the copyright law; and 
stopping men like Winthrop Brown from allowing industries to die. 
[ think we are going to wake up finally. I think the Democratic 
Members of Congress are going finally to become the legislative 
branch of the United States. I think they will still take over their 
proper responsibility. They are not going to allow these govern- 
mental agencies to draft laws and then send them up here and then 
have them say, “Me, too,”’ and enact those laws. 1 think they are 
going to assume the responsibility which the Constitution places upon 
them. Then I think we are going to be able to straighten out people 
like Mr. Brown and we may get some help. I hope that it happens 
before our industry is dead. 

Mr. Kean. Are the watch people taking any action, making any 
appearance before the Tariff Commission in response to this matter 
of the escape clause? 

Mr. Cenerazzo. They have, sir. They have sat down with the 
Tariff Commission. We thought that they were going to take some 
action on the escape clause, but then we find out that they were not 
going to act, because a brand-new application had to be filed. After 
an application is filed, then they send some fellows out into the field 
to get information. The last time they sent a fellow out in the field 
who was a graduate of the University of California. He was very 
active as a violin player, but he was the economist that we wound up 
with. He knew nothing about the watch industry. We did not 
want to take any chances and neither did the employers, so that what 
happened was that there was filed a very comprehensive report and a 
request which was well documented all the way through, so that there 
was nothing left to chance. Everything is there and it is now up to 
them to act. 

Mr. Kean. Action is being taken now? 

Mr. Cenerazzo. No; that is, we are taking action, we are making 
the request. But unless the Department of National Defense takes 
the bull by the horns and goes down the home stretch for us, as well 
as other governmental agencies that are friendly, and that can see 
the picture, nothing will be done. Then, even after they do act, it 
comes up to the State Department who are the ones who do the 
negotiating. And if they are not in sympathy with us, then we are 
checkmated at that level. 

We must have something in the law that will take it out of the 
hands of the State Department and put it into the hands of the De- 
partment of Commerce or of American businessmen. I have great 
faith in American businessmen. Then we will be able to go ahead 
and negotiate. The trouble is that what we have gotten is a lot of 
dreamy-eyed intellectuals who are not practical businessmen, who 
sit down with a lot of sharpshooters in Switzerland. The Swiss in 
their Government have people who are completely acquainted with 
all the ramifications of the watch industry. There is nothing that 
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they do not understand about it, and they deal with our people on 
the matter of watches, who cannot even answer preliminary questions 
about the watch industry. It is one of the reasons why we had our 
shirt taken off us at Yalta and Tehran, because we do not know all 
of the ramifications, but the other fellow does. 

Mr. Kean. That is all. 

Mr. Curtis. Mr. Cenerazzo, I had the privilege of being on this 
committee when we had up for consideration trade agreements several 
times before. I want to say most sincerely that vou have today 
delivered one of the finest papers that has ever been delivered on 
this subject. 1 think you put your finger on several of the important 
aspects of the trade agreements program. What vou say about the 
effect on the American consumer of great importations is so true. 

Many times in recent vears the American people have talked about 
the high price that they paid for sugar in World War 1, when it got 
up to 30 and 35 cents a pound. Now it so happens that that was in 
a period when there was not any sugar available in continental United 
States and we were at the merey of foreign imports. What would 
happen to the price of watches, so far as the American consumer is 
concerned, if the American watch industry went out of business? 

Mr. Cenerazzo. That is a good question, Mr. Curtis, from our 
side. We have had that experience. We had that situation in this 
country from 1942 to 1945 and if you will check the newspaper 
advertisements of that time you will find that 10-karat gold-filled 
watches were selling for more than 14-karat gold-filled watches are 
selling for today even though we have a much higher wage structure 
in the United States now than we had then. Many Swiss importers— 
not all, but many—-exploited the American consumer by charging all 
that the tariff would bear. 

Mr. Curtis. You have made a real contribution to the thinking 
on this subject. You point out that here in the United States, 
while we have no trade barriers between the several States, we do 
have laws that equalize costs, that equalize wages that are paid in the 
several States. That is true to quite an extent, is not that so? 

Mr. Cenerazzo. Yes, sir. The best example I can give you is 
right in your own district in Lincoln, Nebr., where Elgin has a plant. 
When Elgin established that plant, they established it with wages 
that were lower than they were at Elgin. We went up and organized 
the Lincoln plant and today we have a contract in both places and 
the wage level of Elgin in the Lincoln area is probably the highest 
that the Lincoln area carries. 

Mr. Curtis. In addition to that, we have our system of labor- 
management collective bargaining, and so forth? 

Mr. Crenerazzo. We have other acts; we have the Robinson- 
Patman Act, which prohibits them from giving extra discounts for 
advertising, and which says that you must sell to all people at the 
same rate. We have the Bacon-Davis Act, which requires that the 
same wages be paid on Government construction jobs in given areas. 
We have the fair-trade laws which insist that a product be marked 
properly, and so forth, so that the consumer will know and so that 
you cannot use deceptive advertising. We have the wages-and-hours 
aw which puts a floor of 75 cents an hour under all products shipped 
in interstate commerce. We have many acts in Federal legislation 
which equalize the economic factors. 
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Mr. Curtis. I can understand how individuals of great wealth in 
this country would be for the trade-agreements program. I do not 
question their character, their patriotism, but some of them can take 
their money, establish plants in foreign countries, where they have 
low production costs, and still share in the American market, through 
this system of trade agreements, by shipping those products in; is not 
that true? 

Mr. Cenerazzo. All you have got to do to prove your point is to 
look at this: In 1930, when you passed the Smoot-Hawley Tariff Act, 
you had a 48-hour week in America and wages that were one-third to 
one-fourth of what they are now. ‘Those tariffs can be reduced up to 
75 percent. Under the tariff of that vear vou have today a 40-hour 
production week; you have wage costs that are three to four times 
what they were in 1930. You have all of the accompanying fringe 
factors which go into the unit costs, increased taxation, and so forth, 
on the American producer. 

But then you go into the foreign country and you set up a modern 
plant, and you bring goods from that foreign plant into the United 
States at the wholesale level and you do just as General Foods Corp. 
does when it sets up the firm of Gloucester, Gloucester & Gloucester 
in New Brunswick, and in the Maritime Provinces. Will you tell me 
how you can distinguish fish from the Maritime Provinces from fish 
from Boston? 

Many people in America just go out and go to the market where 
they can produce the cheapest, because of low-wage costs and with 
high efficiency and then just bring the goods back into America. 
That is all that they want. 

Mr. Curris. Whenever we have a tariff and trade policy that gives 
no protection to American workers and permits production in the 
country of lowest wages, which production has the advantage in the 
American market, we as American consumers are exploiting the slave 
labor or almost slave labor of the world; is not that true? 

Mr. Cenerazzo. That is absolutely true. Today in England 
wages are higher than in most other countries, and when you have 
your duties on a percentage basis, as they are on textiles, vou pay a 
much higher duty on goods from that country than you do on goods 
from a low-wage country like Peru. 

Mr. Curtis. Do you think it would be worth while to explore the 
possibility of a sliding range of tariffs so that the foreign country that 
pays wages that are equal to or almost equal to American wages would 
have a low tariff on their product, relatively speaking, but if they paid 
very, very low wages, then they would have to pay a high tariff? 

Mr. Cenrerazzo. In my opinion, that is the only solution to world 
trade. The only way you can eliminate any prospect of totalitarian 
governments, communism or socialism or any of the other isms, is 
for those countries to have people who are being paid what they should 
be paid for the work that they perform. And if vou had a sliding 
scale of tariffs then we would give the benefits of the tariff to the 
high-wage country which would simply equalize costs as between the 
high-wage and the low-wage country. That is what the American 
people think we are doing now, but we are not. 

Mr. Curtis. In other words, take a country where the people have 
very, very low wages. The wage scale is so low that it is cruel and 
inhuman. If we had a tariff system whereby, if they raised their 
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wages and helped their people, they could have better treatment in 
the American market, that would be a good thing; would it not? 

Mr. Cenerazzo. They should have exactly the same treatment, 
because then you would have equality at the border and it would be 
good for the foreign country, because then the manufacturer in the 
foreign country would have a choice of either paying the tariff o 
giving that money to the people who produced the goods and who 
should really get the benefit of it. In that way we would go ahead 
and help create better understanding among people instead of giving 
a premium for exploitation. 

Mr. Curtis. I am glad to hear you say that, because, as I said 
a moment ago, I can understand how individuals of great wealth, 
whose investment are great, might favor this program. I have never 
been able to understand how altruistic people in the country, such as 
our religious leaders and others, could support this operation, because 
it works to keep down the people rather than help them. It works to 
turn the market over to the merchandiser who can pay the lowest 
wages to labor; is that not true? 

Mr. Cenerazzo. That is absolutely correct. 

Mr. Curris. I cannot understand why American labor, on the 
whole, does not recognize that a tariff policy that would protect 
them, and at the same time would grant concessions to the foreign 
country if they raised wages in the forei ‘ign country, is the best Ameri- 
can plan and also the best humanitarian plan. 

Mr. Cenerazzo. It is the only answer to world trade. 

Mr. Curtis. I think that your union, your group, and several 
others that I could mention, have rendered a great service to the labor- 
ing people in America in pointing out the fallac y of this policy. The 
reasoning in your paper submitted today was excellent. I could go 
on with a lot of other facts and figures about the watch industry, but 
I do not want to take more than my share of the time. But I am 
delighted that you are here. 

Mr. Cenerazzo. Thank you, Mr. Curtis. 

Mr. Martin. Notice was issued by the State Department last Au- 
gust of intention to terminate the 1936 trade agreement with Switzer- 
land unless the Swiss accepted an escape clause, which resulted in set- 
ting a date line on the matter of considering the termination of what 
was then our trade agreement with Switzerland. 1 suppose you have 
followed that? 

Mr. Cenerazzo. I have, very closely, sir. 

Mr. Martin. With great interest? 

Mr. Cenerazzo. As a matter of fact, that news release is what gave 
us great hope. 

Mr. Martin. Does that open the door for you to get your message 
effectively before the proper authorities for appreciable relief? 

Mr. Cenrerazzo. The answer to that is “No,” in my opinion; be- 
cause, after we filed the application, and after the Committee for 
Reciprocity Information hears it and makes a recommendation, then, 
in my opinion, the people who administer the program and negotiate 
with the foreign country are just not sympathetic. The only reason 
I believe that was done is that two United States Senators who were 
defeated in the election were candidates for reelection; Senator Lucas 
of Illinois, which is a watch State, and Senator Meyers of Pennsyl- 
vania. I think both of those Senators were aware of the situation 
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and were trying to help and I think the State Department gave them 
a sop, because it was timed beautifully for the election, October 15. 
But we wound up talking to ourselves after the election, anyway. 

Mr. Martin. Four years ago and 2 years ago I gave considerable 
time to a discussion of the absence of the escape clause in the Swiss 
reciprocal trade agreement, hoping all the while that we would get 
the escape clause in there. I am sorry to learn that in your opinion 
that does not open the door for you to get your message effectively 
to the proper officials to obtain the justice that you and I have been 
interested in trying to get. 

Mr. Cenerazzo. May I say this? I have talked to Cabinet officers 
on this; I have talked to Under Secretaries; I have talked to many 
Government officials. I have made a sort of life’s work of it for the 
last 7 or 8 years, trying to get relief. Many times we have received 
extreme sympathy, but nothing ever happens. Now, when we went 
to the RFC on the matter of the loan for Waltham for $4,000,000, 
which was on a ratio of 2 to 1 of assets, the examiner for the RFC, 
in his report, said that he felt that we should have adequate treatment 
by the tariff, by an increase in the tariff, and he said that one of the 
reasons why they would not give the loan was because we did not 
have tariff protection. Now, here is one branch of the Democratic 
administration, part of the executive branch, saying just that. 

All of this information was in the hands of the State Department. 
I have gone ahead and I talk and I talk, but I just do not get anywhere 
with it. And, in my opinion, until such time as you have the trade- 
agreements program handled by a group of members of the legislative 
branch who are responsible to the United States Senate, the United 
States Congress, and members of the executive branch who will nego- 
tiate the agreements and who can get the factual material handed to 
them, no American industry, regardless of how big it is, regardless of 
how potent politically it is, can get any relief from the State Depart- 
ment. They will go through the motions and they will give you the 
glitter, but they will never give you the action. 

Mr. Marvin. I consider the placing of an escape clause in the 
Swiss agreement a very essential step. And I think it is up to the 
officials who have the responsibility to go into this matter with a little 
different slant than they have had heretofore. I agree with you that 
that is not the final solution. We have got to get results beyond just 
the escape clause. That is why I am so disappointed that you have no 
confidence that it will actually help you attain the objective that 
you have been fighting for. 

Mr. Cenerazzo. Mr. Martin, during other hearings you expressed 
the military viewpoint on this subject, and I want to ask you a ques- 
tion. If the American Watch Workers Union as a union, when we are 
100 percent in war production, strike all of the plants of the American 
jeweled-watch industry and say that we will not produce any of the 
timing mechanisms, everybody will call us unpatriotic; everybody 
will bring down the censure of America upon us. 

But that is exactly what the State Department is doing to this 
industry through its delaying tactics, and it is exactly what the 
Democratic members of the Ways and Means Committee are doing 
by acquiescing to the State Department’s policy toward the jeweled- 
watch industry. If we do it, we are unpatriotic; but, if they do it, 
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it is part of the great program for world peace. I just do not under- 
stand it. 

Mr. Martin. You have followed the hearings of 2 years ago and 
you know that on February 1, 1949, I placed in the proceedings 
a letter from Lieutenant General Lutes, Director of the Staff of the 
Munitions Board, establishing to my mind definitely the importance 
of preserving this group of skills for the national defense. You do 
not have to prove to me that that is a highly important group of 
skills to preserve and maintain. I was too close to the bottleneck in 
1939 through 1945. I know full well the importance of this group in 
our defense program, and it would be a disaster if vour group of skilled 
workmen did not turn their abilities and their time wholeheartedly 
and vigorously to the preparedness program. We need them for 
making the timing devices and other items that I will not enumerate 
here. I did enumerate them 2 years ago and anyone who is interested 
can read those hearings and bring himself up to date on my views on 
the importance of this field to our defense program. We could 
actually break down in our entire defense program if we did not have 
your group of skilled workmen available. 

Now, what is the situation as we look ahead? According to your 
statement, vou do not think the escape clause in the Swiss agreement is 
adequate protection to you. Are you of a mind to just fold up, to 
give up? 

Mr. Cenerazzo. No. We will never give up; do not worry about 
that. We will keep on belting at those doors until one of them falls 
through. But the fact remains that under the present set-up the 
people who are administering this program at the State Department 
level are the same men we have been talking to for 5 vears. The 
election for 1950 is over. Senator Lucas and Senator Meyers were 
instrumental in fighting for this escape clause. They are responsible 
for it. The State Department was responsive to them, because one 
was the majority leader of the Senate and the other was the majority 
whip. But they were unsuccessful in getting anything done other 
than the escape clause. 

Now we are in a situation where they are just not paving any atten- 
tion, because the election is over; and, until we have a similar political 
situation which can be exploited, 1 do not think they are going to 
move. Il am being very frank with vou here, perhaps more than | 
should be. But I feel that this is of such great importance to the 
national defense of our country that it should go on the record. The 
escape clause is simply a step in the right direction to do something. 
We have that today. Now the issue is, What is the State Depart- 
ment going to do about it? So we get back to the State Department 
and we find that we have to file a new application all over again. 
Where is the sympathy that is being extended to us? That is about 
all that I have gotten from these people that are in charge. 

They say you can go to work someplace else; also, these other 
people can go to work some other place. 

Mr. Marrry. I know it is not a matter of just the money return to 
those who work in this field. Even though they can make a living in 
other fields, we need them and their skills in this field. 

Mr. Cenerazzo. I want to say this: that in Waltham, Mass., there 
was a die maker who did not like the organization where he was work- 
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ing, and he got work some other place. He is a man between 50 and 
55 years of age and one of the best die makers in the country; he makes 
dies with a thousandth’s tolerance. 

Now, he will not go back to the Waltham Watch Co., and the Wal- 
tham Co. definitely is going to need men of his skill before we are 
through with our defense work, and I venture to say that the people in 
the manpower organization are going to come up there and say: 
“We have got to have you with your skill.” 

He is only one with the Waltham Watch Co., and there are certain 
types of work that have got to be done, and the apprenticeship period 
on a job like that is 8 years, and there is no one to teach the apprentice. 

Now, if the State Department can tell us how we can get them, 
I would like to get the formula. 

Mr. Martin. I have a Howard watch that I have carried for some 
30 years, an extra good timekeeper, vet I learned that the men who 
make that watch have been devoting their time for the past many vears 
to making fishhooks, using their skills in making fishhooks. 

Mr. Cengrazzo. As a matter of fact, the Howard Co. has less than 
150 employees today. The Howard watch, as a matter of fact, has 
been taken over by another watch concern. 

Mr. Martin. And their skilled workers have been making fish- 
hooks, so I was told in the hearings 2 years ago. 

Mr. Cenerazzo. Many of them are no longer there. 

Mr. Martin. The point that aroused me to serious concern, fol- 
lowing my experience in the earty days of World War II, and I want 
to ask you just one question in that regard: Do vou know whether or 
not the workers of equal skill or similar skill in Switzerland made their 
skills available to the Germans in World War II? 

Mr. Cenerazzo. Yes, I do, Mr. Martin. That is a question that 
has to be answered, in fairness to the Swiss people in this way. The 
Swiss were completely surrounded: On one side by the Nazi, on the 
other side by France, and on the other side by Fascist Italy. So, 
they were not free, but they did make their skills available to Germany, 
not for equipment of a military nature. They made what they had 
to make to keep from being occupied. And, the interesting thing 
about that is that it was not of a military nature, and nothing of a 
military nature came into the United States, because Germany only 
allowed the watch movements of a nonmilitary character to be moved, 
but nothing of a military character. Some work of a military nature 
was done by the Swiss, but only under protest, only to the extent 
they were required to do. There was a time when I took a different 
view, but looking at it objectively I want to say that what they did 
was done under protest. 

Mr. Marri. These are facts that I have brought out in previous 
hearings, and which should put the responsible people on notice of the 
magnitude of their responsibility in preserving the adequate defense 
skills for our own Nation. 

That is all, Mr. Chairman. 

The CuarrMan. We thank you very much, Mr. Cenerazzo, for 
your statement. 

Mr. Cenerazzo. Thank you. 
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STATEMENT OF JOSEPH H. FRANCIS, EXECUTIVE SECRETARY, 
NATIONAL BOARD OF FUR FARM ORGANIZATIONS 


The Cuarrman. We will try to complete the testimony of one more 
witness this morning, and Mr. Francis is next on the list. Will you 
give your full name and address for the record? 

Mr. Francis. Joseph H. Francis, executive secretary, National 
Board of Fur Farm Organizations, Morgan, Utah. 

Mr. Simpson. Mr. Chairman, may | inquire what is the intention 
of the chairman with reference to proceeding? It is almost the lunch 
hour time now. 

The CuarrMan. I thought we might get through with one other 
witness and come back at 1:30. 

Mr. Simpson. Very well. 

The Cuarrman. About how much time, Mr. Francis, do you expect 
you will require for your statement? 

Mr. Francis. About 20 minutes. 

Mr. Chairman and members of the committee, I am appearing 
before you in the capacity of executive secretary of the National 
Board of Fur Farm Organizations, a national association representing 
the fur farming industry of the United States. 

The complex international aspects of the fur industry makes the 
Trade Agreements Act a vital factor to the life and welfare of our in- 
dustry. Consequently, we are profoundly concerned in regard to 
the legislation before the committee. 

Our industry has been severely abused to where one branch has 
been practically wiped out, and the Government has had to come to 
our rescue in the form of emergency loans to assist in saving the other 
branch, due to the tremendous volume of imports, and discriminating 
import trade practices of foreign countries; while, our own agencies 
of Government boldly claim—* All is well—nobody is being hurt!” 

Yet, I feel there are other aspects of more importance involved in 
the consideration of this legislation. 

Therefore, Mr. Chairman, I desire, with your permission, to insert 
into the record at this point, a statement dealing with the import 
problem as related to our industry. I hope that especially the 
members of this committee, who represent large segments of the 
fur-producing industry, will study it and help us to do something 
about it. 

Mr. Cooper. Without objection it will be made a part of the 
record. 

(The statement referred to follows:) 


History or TRADE AGREEMENTS PROGRAM AND THE Fur FARMING INDUSTRY 


Fur farming is agriculture’s newest industry, having come into existence and 

importance as a branch of our agricultural economy during the past 25 years. 
The average sized fur farm is owned and operated as a family unit similar to the 
small dairy, livestock, poultry, and produce farm, and in a large number of cases, 
is carried on in connection therewith. Seventy percent of the products used in 
feeding fur-bearing animals consists of byproducts of the farm, and the most 
successful fur farmers are those who have had experience or training in the field 
of animal husbandry. 
_ The primary furs being raised on fur farms today consist of silver fox and mink. 
Several other species of fur-bearing animals are being raised in limited numbers. 
It should be stated also, that large numbers of other fur-bearing animals are being 
semidomestically produced, such as muskrat, beaver, and others. 
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In the year 1939, there were approximately 3,000 silver fox farms scattered 
throughout the United States whieh produced 350,000 silver fox pelts. We regret 
to state that there are less than 400 farms left in business today, with an estimated 
production for 1951 of less than 25,000 pelts. 

Mink farming did not reach a point of importance until the late thirties and 
showed a steady growth and development until 1948, when there were 6,061 
mink farms. Today, there are a little over 5,000 mink farms, a decrease in 2 years 
from 1948 to 1950 of approximately 1,000 mink farms. A moment’s study of the 
following tables will point out what has happened, and why it has happened, more 
clearly than prolonged discussion. 

United States fur-farming industry—silver-for branch 
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I feel it needless to go into a detailed account of our experiences with the 
various agencies of Government whose responsibilities it is to carry out and 
administer the Trades Agreement Act, or with other branches and Congress 
itself. In this connection, the records will speak for themselves. 

After 5 vears of trailing from door to door of Government agencies, we are 
groggy with excuses and indifferences. 

We don’t profess to lay at the door of the Trades Agreement Act the entire 
blame for the precarious situation of our industry, but it is the primary cause, 
and has inereased the burden placed on our indusiry by other actions of 
Government. 

For example, while imports were increasing at an enormous rate, Congress 
saddled our industry with a high excise tax rate, which depressed our retail 
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market severely as shown by the above table. Therefore, the fur producer has 
been caught in a squeeze between increasing of imports and decreasing market. 
The result is obvious for we cannot continue in business with both the laws of 
supply and demand working against us. Had it not been for the fact that by 
accident several new types of mutation mink came into being on American fur 
farms, the mink branch of the fur-farming industry would have been wiped out 
along with the fox producing industry. 

Is it necessary to produce more evidence that serious injury has been done to 
fur farms when Congress has had to pass laws to provide emergency loans to 
keep from wiping out entirely our foundations breeding stock? Here are some 
of the answers we get from Government departments as to the cause of our 
trouble. The State Department says our trouble is not imports, but high taxes. 
The Treasury Department says it’s not taxes, but high cost of production. The 
Department of Agriculture says it’s not high cost of production, but both imports 
and taxes. That’s a sample of the service Government is giving small industries. 

If the cries of Congress to protect small industries are sincere, why support a 
trade program that is bartering them off for the purpose of expanding large 
industries? I hope we will not be too late in recognizing the fact that our largest 
export items are being produced under the most extraordinary protection in 
the way of patents and trade-marks. 

If they even desired to do so, is there anvone who could produce a ‘General 
Electric,’ ‘“‘General Motors,’ or ‘““Du Pont” product? If it were possible for 
Government to patent the process of reproducing silver fox or mink, we would not 
be here today pleading for your consideration of our problem in the interest of 
thousands of farmers and their families. Instead, there would be one large 
corporation producing all the fox and mink pelts, and to further reduce competi- 
tion from foreign countries we would have followed the present pattern of other 
exporters and moved our resources onto foreign soil and taken advantage of their 
lower cost of production, regardless of its effect on our domestic economy. sut, 
for the sake of humanity, it is a godsend that we cannot patent the processes of 
nature, and as a result, we have thousands of small farms, owned and operated on 
a free competitive basis, giving to the American consumer the benefits of com- 
petitive enterprise. It is small business—the backbone of our country—that 
the reciprocal trade program has made bear the bruises and shock from foreign 
competition. 

Much has been said about the virtue of the “escape clause” in protection of 
domestic industry. This is not a successful instrument and cannot be applied 
to industries whose articles are bound on the free list. Hundreds of small in- 
dustries who do not have tariff protection are left out in the cold. How can an 
industry prove that they have been injured as a result of a concession in an 
agreement when there has been no concession made? If articles are free and 
can’t be dutiable, no agreement can change their position; thercby, no concession 
is made, therefore the ‘‘escape clause’’ can’t apply. 

Other points in connection with the “escape clause’’ are just as confusing and 
inadequate as the one pointed out. 

Provisions of the Antidumping Act are just as obsolete in preventing imports 
from communistic countries from severely injuring domestic industries as the 
Trades Agreement Act. 

We have kept static for 18 vears, it’s either tariffs or trade agreements, nothing 
in between. The administration proposes certain legislation, Members of Con- 
gress introduce it, and the publie appears for or against it. If the truth is known, 
very few industries are satisfied with what we have, nor do they want to revert 
back to the program of the twenties, but are forced to make a choice between 
the two, or none at all. 

The fur farmers feel that the present foreign trade policies need an overhauling 
to bring them into line with the needs of today and, therefore, the present act, 
H. R. 1612, should be amended accordingly. 

Mr. Francis. There are few pieces of legislation that will come 
before this Congress that should have greater significance upon the 
future security of our country than the Trade Agreements Act. It 
ought to be made the backbone of our foreign economic policy which, 
in turn, must be in integral and supporting part of our over-all foreign 
policy, geared in principal and action toward implementing our mili- 
tary and political programs both at home and abroad, if we are to 
effectively and successfully carry out our defense program in order to 
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maintain our way of life. The time is past due when we must weigh 
carefully every means at our disposal to fight communism on the 
economic front as well as on the battle front. We can no longer con- 
tinue to play chess with our trade policies at the trade conference 
tables. We must see that we get the materials and productss we 
need and prevent our enemy from getting what they need. 

In simple terms, we should stop trading with those countries who 
by their own actions have proven to be our enemies. Therefore, as a 
first step, I recommend that we clearly set forth in principal, by law, 
as a part of our fundamental economic foreign policy, that no trade 
relations will be carried on with any aggressor nation, nor, after 
sufficient warning, no trade relations shall be carried on with any 
nation who becomes an accessory to the aggressive act of another 
nation by supporting them politically, militarily, or economically. 

Second, we must keep our trade relation fluid with friendly nations, 
not be bound to long pacts or agreements. For, we neither know the 
day nor the week when their resources may be turned against us. 

Neither do we know from hour to hour what means we must employ 
at home or abroad on the economic front to meet whatsoever emergency 
that may arise. I mean, this should be a primary policy, not some- 
thing wired on as an escape hatch to the end of some agreement. 

If we are to coordinate our economic flank with our military and 
political flanks, we cannot anchor our trade policies to long tenures of 
commitments. 

During the periods of national emergency, when by means of 
Government we must force the mobilization of our own economic 
resources to perform a given essential task, our domestic industries 
are entitled to greater protection—not less. 

It should be evident to all of us that our country’s tremendous 
effort to bring about and maintain peace has made our economy more 
vulnerable to foreign competition. Inflationary prices, which mean 
high cost of production, must be maintained if we are to keep finan- 
cially solvent. This makes it more difficult for us to compete with 
our goods in the world market; the greatest impact falling on nonessen- 
tial industries who can’t survive for long under the cross-fire of the 
present policy of “forced economy” and “free trade.” 

To this end, it is vitally essential that a third fundamental organ 
of our foreign economic policy be written into law wherein during 
periods of national emergency such measures as may be necessary shall 
be used to keep our domestic markets from falling below cost-of-pro- 
duction level. Which, in short, is protection for existence—not pro- 
tection for profits. 

Therefore, I believe we should not extend, without revision, our 
Reciprocal Trades Act, and recommend that the above proposals be 
made a part thereto. 

I hope the statement I am now about to make will not be mis- 
construed for I agree with the statesman who said, “If the present 
tries to sit in judgment of the past, it will lose the future.’ But, I 
cannot escape the position of having to criticize in order to be con- 
structive. 

I call attention of the members of this committee to the fact that 
the basic underlying principals of our present Trade Agreements Act 
is of the 1930 model—born in an era when all nations were busily 
hammering their swords into plowshares. Our most-favored-nations 
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treatment took root and grew well while our world was living in an 
environment of the good-neighbor policy. 

However, the political, social, and economic environment of the 
world has changed. For over half the time since the Trade Agree- 
ments Act has been in force, our economic resources have had to be 
dedicated to the task of defending our country against aggression. 
Even under these conditions we have not only been “good neighbors”, 
but “generous neighbors.’’ I doubt if any of us would expect such 
kindly treatment had the shoe been on the other foot. Yet, if our 
industry is any criterion of the general trade picture as it appears 
today, even in spite of our generosity, there are more trade barriers 
in existence today than ever before. I don’t believe that this con- 
dition is wholly a result of the Trade Agreements Act, but I do contend 
it has come about primarily as a result of the negligence on our part to 
tailor it to fit the needs of today. This act that we now propose to 
extend was designed to relieve an economic depression. It’s primary 
objectives and purposes were, as set forth in the original act of 1934 
to serve, “as a means of assisting in the present emergency, in restor- 
ing the American standard of living, in overcoming domestic unem- 
ployme nt and the present economic depression, in increasing the 
purchasing power of the American public.’”” There is not the re- 
motest resemblance between the emergency then and now. Yet, we 
insist by extending this act without change, that the same old medicine 
will cure every kind of economic disease. 

During the past 10 years, the world has either been in a hot or cold 
war. Allies of vesterday are enemies today. Under these conditions, 
I do not condemn or consider unfair those nations who have felt it 
necessary, for their survival, to use such measures as they could 
employ to protect their economy. I think they just used good com- 
mon sense, which for some reason or another we seem to shy from. 
There are many instances where it has shown up around the corner. 
For example, | want to commend the gentlemen from the South, 
some of whom are members of this committee, for their foresight in 
providing the cotton and tobacco farmers with substantial protection. 
Had they not done so, no one can estimate the critical situation the 
producers of these crops would be in today. With a small degree of 
envy, I must support such actions, knowing it was the right thing 
to do. 

There are a number of other specific instances of similar nature. 
But, keeping on the broader side, while we vigorously proclaim the 
most-favored-nations clause to be a fundamental part of owr trade 
agreements program where we agree to treat all countries alike, yet, 
by our own voluntary actions, under the Marshall aid program we 
acted contrary thereto, and set up a preferential trade program with 
those countries. 

We are opening up another back door with our point 4 program. 
It is not so inconceivable that we may have to do the same thing 
with our North Atlantic Pact countries. How about section 32 of 
the Agriculture Adjustment Act, and the recent amendment thereto 
which we passed last year? I doubt if many of us understand it, but 
it is there. I believe our reciprocal trade program is shot through 
with more loopholes than our tax program. To this end, I believe 
we should bring it more in line with what we as a nation are willing 
to support as a “trade policy” today. 
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We are quick to condemn others for aggression on the military 
front, while we have laid ourselves open for criticism because of the 
aggressive attitude we have taken at the trade conference table. 

Does it not appear in the minds of this committee that there is 
some justification for enemy countries, or all countries for that matter, 
to be critical, or at least suspicious of our actions when we send our 
representatives into foreign countries with virtually unlimited power 
to negotiate long-term trade pacts when the evidence sustains the 
fact that mutual trade concessions have not been the determining 
factor in lowering trade barriers or signing agreements, but the in- 
fluence and pressures of our generous monetary assistance in one hand, 
and our military strength in the other? 

Only last year Congress voted $600,000,000 to be spent under the 
European Recovery Act for the express purpose of eliminating trade 
barriers in Europe. When we add up the untold billions that we have 
donated to other countries, | believe the American taxpayer can hon- 
estly say he has bought and paid for every trade concession we ever 
got. The fact is, that what free trade we have has not been free— 
we have had to pay for it. 

No matter how good our intentions have been carrying out the 
Trade Agreements Act, we must recognize the position of those with 
whom we deal. Weakened countries cannot escape being influenced 
in their trade negotiations by the pressure of our monetary and 
military programs. ‘To this extent, | feel the recent trade conferences 
have implemented the position that unfriendly countries have taken 
in that we are pressuring countries into accepting our policies and 
way of life by holding over their heads a pot of gold in one hand, and 
a gun in the other. Therefore, | doubt, under present conditions, 
if the trade agreements program is making any substantial contri- 
bution to peace, while on the other hand, some of its policies are weak- 
ening our own security. 

How can we, in good faith, say we have been successful at the 
trade conference table when we have bound ourselves under agree- 
ment to give the same treatment and concessions to communistic- 
controlled countries as to friendly countries? Should we not seriously 
consider the possibility that such inconsistency under present state of 
affairs may have to be paid for by the bood of our country? 

At a time when we are drafting millions of boys to give their lives, 
if necessary, to fight the evil aggression of communism, are not we 
binding ouselves so that we will export and import goods and products 
under ¢@ommon and like treatment to all nations? 

I doubt if many of cur conscientious, consistent supporters of our 
present ‘Trade Agreements Act have given thought to this angle of 
our Trades Act. 

For instance, I am sure that the segment of our industries who 
have done exceedingly well in the export-import business, especially 
those who have made substantial profits trading with communistic- 
dominated countries, must weigh the thought that they have feed 
the hand that now wields the sword against us. 

Another example of how circumstances can change our point of 
view. In 1949, when hearings were held on this same legislation 
before this same committee, labor as represented by the American 
Federation of Labor and the Congress of Industrial Organizations, as 
quoted in the majority report, “favors extension of the act.’”’ One 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 249 


year later, in opposition to the program they supported, they carried 
out one of the most extensive boycotts on imported goods that this 
Nation has experienced since the Boston Tea Party. It is evidence 
that the supporters of the present law which we now propose to extend 
cannot stomach the menu they ordered. 

For your information, | am referring to the embargo against the 
importation of Russian furs into our country wherein the longshoremen 
refused to unload them. This brought a rebuke from the President 
that ‘“longshoremen have no right to mterfere in foreign policy of 
nations.”’ For the benefit of you members of this committee who 
shortly will be asked to vote for legislation drafting 18-year-old boys 
into service, let me report this. During the last 5 years we have 
imported over a quarter billion dollars’ worth of furs from communistic- 
dominated countries, over $190,000,000 of which have come directly 
from Russia. 

In face of the embargo during the first 10 months of 1950, we 
imported over $18,000,000 of furs from Russia and over $5,000,000 
from China, and believe it or not, they are still coming in—paid for 
in dollars, used for what purpose? Well, you guess. 

Every agency of government that has anything to do with the 
administration of the Trade Agreements Act, is familiar with these 
facts, and their direct bearing on our security and the hardship it is 
causing the American fur producers. Now, the best answer to why 
something has not been done about it. In answer to our pleas to 
place some restrictions on the importation of these products, is 
summed up in a House committee report, “such a procedure would 
be inconsistent with established American foreign economic policy.” 

All I care to say further on the matter at this time is that when 
our policies do not serve the best interests of our people, we better 
change our policies, not kill off the people. 

In making the above statements, I am not unmindful of provisions 
and clauses set forth by Executive order of the President by virtue of 
authority of the Tariff Act of 1930 and the Trades Agreement Act of 
1934, as amended, which are generally referred to as “safeguards.” 
My general observation is, if we follow the performance of the Trades 
Agreement Act during the past 10 years, the safeguards have turned 
out to be our primary trade policies and the primary policies have been 
turned into sideshows. When the exceptions become more important 
than the rule, we should change the rule. With our Nation in a state 
of national emergency we should buckle down to the task of carrving 
out a defense program for the protection of our own lives and security. 
In my opinioyn, the Trades Agreement Act is a very weak foreign 
economic program. Examine the law and I am sure vou will agree 
that the only protection or defense for American industry is by 
Executive order, not by action of Congress. 

It would seem to be basicly unfair in principal to throw open the 
front door of our trade-agreements program to foreign industries while 
our own industries are confined to using the fire escape, and yet the 
escape clause is the only fundamental protection left for domestic 
industry since we have lost our basic asset which is bargaining power 
at the trade conference table. Evidence of this is substantiated in the 
fact that our “bargainers” are proposing that we set up new instru- 
ments such as the International Trades Organization. 
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Furthermore, as the escape clause can only apply to injury through 
agreements, where can industries go to get protection from injuries 
outside of agreements? Such provisions as the Antidumping Act are 
as obsolete in protecting American industry as bows and arrows would 
be in protecting American soldiers. 

In times such as these, we should think and act in terms of how much 
we can do to protect and help our own people and industries, not 
put them to the test of how much foreign competition they can endure 
by passing legislation designed in purpose to bargain away what little 
protection they have left. 

I am not unmindful of the consumer and our inflationary problem. 
I do not propose that industry be protected above its cost of produc- 
tion. Neither do I believe the American consumer wants to buy 
foreign products below cost of our production. However, both are 
entitled to know by action of Congress just what our foreign economic 
policy is. 

In conclusion, whatever our opinions are as to how successful or 
unsuccessful our foreign economic program has been, we can’t go 
back—-we must go forward. We must live with the problems of 
today and endeavor to interpret the challenges of tomorrow so that 
we may be prepared to meet them. There should be little differences 
among us as to what our primary responsibilities are—we can no longer 
be neutral. Our Nation must stand as a cornerstone against com- 
munistic aggression. It is high time we put a backbone in our foreign 
economic policy. To this end, L recommend for your consideration 
that the Congress of the United States, as representatives of our 
people, amend H. R. 1612 and incorporate therein, spelling out in 
simple understandable terms, what our foreign economic trade policies 
are. First, in relation to aggressor nations, second in relation to 
nonagegressor nations, and third, what protection and security we shall 
provide for our own industries. Fourth, as a means of precaution 
wherein we can keep our foreign economic policy current and in line 
with our military and political foreign policies. Two-year extension 
would be advisable rather than three, as now proposed. 

Mr. Foranp. Mr. Reed. 

Mr. Reep. Mr. Francis, am I correct in understanding that there 
was a marked increase in the fur imports since the war compared to 
prewar imports? 

Mr. Francis. Yes, Congressman Reed. The prewar imports of 
fur were about 50,000,000 a year. Since the war that has gone up 
practically 300 percent, to about 150,000,000. 

Mr. Reep. Is it not true that the largest proportion of the import of 
furs comes from the iron curtain countries, the Sovief Union and its 
satellites? 

Mr. Francis. Approximately 30 percent. That varies. It has 
gone up as high as 40 percent, but the average since the war is 30 
percent. 

Mr. Reep. Is it not also true that raw furs have been on the free 
list sinee, in various trade agreements? 

Mr. Franers. That is correct. 

Mr. Reep. Would that not make it impossible to put a duty on 
such furs without violating the trade agreements? 
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Mr. Franets. It also makes it impossible for the Congress to put a 
duty on furs and it makes it impossible to operate under the escape 
clause. 

Mr. Foranp. Mr. Francis, would you for my benefit at least—— 

Mr. Reep. Pardon me, Mr. Chairman. I would like to insert in 
the record two pages of tables dealing with furs. 

Mr. Foranp. Without objection it is so ordered. 

(The tables referred to follow:) 


Mink furs, raw or undressed: United States production, exports, and imports for 
consumption, 1939, 1947-49, and January—October 1950 


| 











| Produc | . Imports for 
. j ) »*stic expo ; 
| tion: | Domestic exports consumption 
Year ‘ee —— = ee a 
| ' ‘oOo oO" 
Pelts | Pelts | Value Pelts | Foreign 
| j value 
1939 500, 000 154, 000 | 1, 000,000 | $3, 210, 000 
1917 2 2, 100, 000 | 161, 900 \ 1,028,000 | 15, 902, 000 
1048 2 2, 400, 000 124,000 | 2,347, 991,000 | 11, 016, 000 
1949 3 ‘e 2, 700, 000 | 201,000 | 3,018,000 | 1,664,000 | 15, 739, 000 
1950 (January to October)?___-. aaEYT = () | 150, 000 2,303,000 | 1, 242, 000 10, 480, 000 





1 Estimated production of pelts from farm-raised and’ wild mink. 
? Preliminary. 
Not available. 


Source: Official statisties of the U. 8. Department of Commerce, except as noted. 


Silver or black fox furs, dressed or undressed: United States production, exports, and 
imports for consumption, 1939, 1947-49, and January October 1950 





Produc- " , . Imports for 

tion Domestic exports consumption 
Year — =o —————— ee a aici 

| : Foreign 
pelts ¢ plea 
| Pelts Pelts Value | Pelts value 
aaa ‘ Geant? Ex ae % . 1 eae n ; a ae | = | oe a oe Rog 
1939 Se ee eee ee | 350, 000 5, 000 | $86, 000 133, 000 $2, 468, 000 
1947 2 : oe 255, 000 9, 000 152, 000 62, 000 1, 193, 000 
1948 2 LAS ; 150, 000 31, 000 441, 000 | 32, 000 501, 000 
1949 2 : : ; ; 60, 000 61, 000 663, 000 | 8, 000 97, 000 
1950 (January-October) ? | (3) | 25, 000 251, 000 10, 000 96, 000 
i Estimated. ? Preliminary. 3 Not available. 


Source: Official statistics of the U. S. Department of Commerce, except as noted. 


Furs, raw or undressed: United States imports for consumption from all countries 
and from iron-curtain countries, in 1939, 1947-49, and January-October 1950 





Foreign value 














Year Total from 

Pn iron-curtain 

} countries 
LEE Ae Ne ee Nee 
|g RS a eS ee a ee eee _..-| 124,098,000 | 46, 843, 000 
ere RT eae PS Sea iti tlie comin 162, 278, 000 | 48, 103, 000 
Fee ee ee 105, 063, 000 | 28, 960, 009 
1950 (January-October) 1.2... ...-..-2.2 222220 e ee ee neon ne en econ eneeece---0-- 84, 578, 000 24, 527, 000 





! Preliminary. 
Source: Compiled from official statistics of the U. 8. Department of Commerce, 
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Mr. Foranp. What I was about to say, Mr. Francis, was for my 
own information at least I would like to have a brief description of 
the term “fur farm,” as you use it. I see you represent the fur farm 
organization. Does that mean you represent the large group as 
well as the small groups, or just what is it? 

Mr. Franets. | represent 90 percent of the fur farming industry in 
the United States, which is now composed of about 5,500 mink farms 
and about 400 fox farms. 

In 1930 we had 6,000 fox farms and that has decreased to about 
400, and the mink farms were about 6,500, and they have decreased 
down to about 5,250. 

Mr. Foranp. Will vou tell us what is included in the term “farm?”’ 
I notice the census bureau is taking a census of farms. They look 
upon a pigeon loft in a backyard, or a little tract of land of three or 
four acres as being a farm providing it produces an average of $250 
a year in income, 

Does the term “farm’’ used by the Census Bureau cover your 
definition of a farm? 

Mr. Francis. It comes in the definition of the census terminology 
of a farm, but 1 want to say this that the average fur farm in the 
United States has a capital investment of $10,000. 

Mr. Foranp. The average amount produced? 

Mr. Francis. No, the average investment. 

Mr. Foranp. The average investment? 

Mr. Francis. Yes, is approximately $10,000. 

Mr. Foranp. Have vou any averages showing the production? 

Mr. Francis. Average of production for fur farms? 

Mr. Foranp. Yes. 

Mr. Francis. | do not know whether we have any figures as to 
the average amount for mink and fox production per farm. It occurs 
to me that maybe we have slipped up in that respect, but I think I 
can get the total production. 

Mr. Foranp. You can give it in general description, I suppose. 
Thank you very much. 

Mr. Curtis. Mr. Francis, you referred to the most-favored- 
nation’s clause. For the benefit of the record briefly what is that? 

Mir. Francis. The most-favored-nation clause means that we are 
hound, under our agreements, to treat all countries the same in our 
trade policy. 

Mr. Curtis. In other words, if there is a duty on an article coming 
from a foreign country, that the American taxpayers are spending 
their money to help, and if we make a trade agreement to reduce the 
duty, every other country in the world gets the benefit of that reduc- 
lion; is that correct? 

Mr. Francis. Yes; that is correct. 

Mr. Curtis. So every iron-curtain country and Russia and Red 
China and everybody else gets the advantage of every concession by 
the agreement the United States makes? 

Mr. Francis. That ts correct 

Mr. Curtis. What is the reason for the declining income on fur 
farms in this country? 

Mr. Franets. Our analysis, for the decrease in the number of fur 
farms in this country is because of imports of furs 
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Mr. Curtis. The Secretary of State was here the other day and 
he was asked about furs coming from Russia and the iron-curtain 
countries and his idea seemed to be that that was because the 
American women had a taste for different kinds of furs. 

What have you to say about that? 

Mr. Francis. Mr. Curtis, I cannot agree with the Secretary of 
State. I think that has been clearly answered by the discussion we 
have had here today about the Swiss watch and the American watch 
makers. 

And I want to say, in support of what has been said here today, 
that there seems to have arisen an idea in the mind of a good may 
people, that the consumer makes fashions. The consumer does not 
make the fashion. Fashions are made by the trade. And as was 
brought out by the watch people, profits have a lot to do with it. 

I want to point out that several years ago I was in one of the 
leading stvle houses in Paris about the time that the long dresses 
came out. Now, the women did not create that particular style. 

You people never see a suit of clothes before it goes on sale; you 
do not have anything to do with the creation of the style of a suit of 
clothes. 

You never see a new type of automobile on the market until it is 
released and until after all of the dies have been set up in the plant. 

It takes advertising and promotion in order to have the public 
accept the fashion. 

Now what happens in the fur industry is this: That where there is 
the greatest profit you find the greatest promotion, and there has 
been in the last few years an importation of furs, and the manu- 
facturers as well as the retail trade promote the furs on which they 
can make the most profit. And we have not been able to make 
enough money as small farmers to keep our advertising at anywhere 
near comparable to the level with theirs. 

We have not had the means of contacting the retail trade to sell 
our goods, and as a result they are selling foreign furs in place of 
American furs. 

Now, as was pointed out by the watch people if there were no 
injustices at the point of manufacture or wholesale level, we could 
compete with the foreign imported furs. In fact, Mr. Curtis, let me 
say this, with reference to the fine furs produced in this country. 
Russian muskrat came from the United States originally. 

Russia, for instance, did not have any mink. They were exported 
to that country. 

They did not have any silver fox; they were exported to those 
countries that produced them now So I must forcefully resent the 
information that the Secretary of State gave, and I think it is going 
to create a bad impression, for this reason, that it will be interpreted 
in this way—that the Secretary of State said that our products are 
inferior to the fur products of other countries, and therefore the 
American public does not want them. Now, that is not the case at all. 

Mr. Currts. Insofar as furs are concerned in the trade-agreements 
program it has definitely worked to the advantage of the Communist 
countries; is that true? 

Mr. Francis. Yes: that is true. 
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Mr. Curtis. And it is your thought that if we are going to have a 
trade-agreement program it should be in line with our political and 
military policy of this country? 

Mr. Francis. That is true. I cannot reconcile myself to these 
facts when we are fighting communism and at a time when we are 
giving our very youths’ blood for the life of this country, giving them 
the benefit of a trade agreement at a time when they are killing our 
boys. I think it is assinine. 

Mr. Curris. And it may not be by accident as concerning the 
trade-agreements program. A few years ago in the consideration of 
the program the gentleman from New York, Mr. Reed, read into the 
record the name of eight Communists who went to Switzerland with 
Mr. Clayton to help draft the trade agreements, and that has never 
been denied. 

That is all, Mr. Chariman. 

Mr. Foranp. Are there any other questions? 

Mr. Byrnes. Mr. Francis, when the State Department, Mr. 
Brown from the State Department testified earlier, along with the 
Secretary, in the first place, they made the contention that as far as 
the fur industry is concerned that their problem was not a problem of 
imports. I believe you cleared up that picture from the practical 
standpoint in respect to imports, in response to questions asked by 
Mr. Curtis. 

Mr. Franects. I would like to comment to this extent, if I may, for 
the benefit of the members of the committee. 

Mr. Byrnus. Certainly. 

Mr. Francis. 1 would like to read just an excerpt from a letter 
written by Ernest A. Gross, Assistant Secretary of State, addressed 
to Mr. Doughton, chairman of this committee on September 30, 1949, 
which points out what the Secretary said the trouble was at that time. 
It differs from the idea he has at this time. 

The limitation of imports of furs would not affect or solve the problem of the 
domestic fur industry. These problems are chiefly caused by the luxury tax 
which has tended to keep the price at higher levels than consumers are willing to 
pay. 

Now gentlemen of this committee, I hope you keep that in mind in 
February when the Treasury Department comes over here and asks 
you to raise these taxes. 

The State Department has said they are too high and they are 
sold on the idea that the fur farm industry is under such a condition 
as a result of high excise taxes. Now, since the tax program could 
not pass, naturally they now have a different situation. They 
have changed their position as to what the trouble is. But we still 
think that taxes have a bearing on the industry, and I hope you will 
ask the Treasury Department to comment on this diagnosis which the 
State Department has made. 

Mr. Byrnes. Is not the very fact that we have an increase of 300 
percent in the imports of fur in recent years over prewar bound to have 
an effect upon the domestic fur industry and the domestic market? 

Mr. Francis. It has had that effect on the domestic market, ves. 

Mr. Byrnes. Has the domestic market itself expanded by 300 per- 
cent since prior to the war? 

Mr. Francts. Congressman Byrnes, for your information, | want to 
show you the amount of excise tax that has been collected by calendar 
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years since 1948, to show you how the market—that is, the retail 
market—has decreased, not only in the amount of furs sold, but as the 
price has also decreased naturally the income from taxes has shrunk. 

In 1944 it was $68,000,000. 

In 1945 it was $88,000,000. 

In 1947 it was $97,000,000. 

In 1946 we imported $240,000,000 of furs that 1 year, which was 
7 percent of the total imports of all goods into the United States. 

After that, in 1947, excise taxes shrank to $85,000,000. 

In 1948 it was $73,000,000; and in 1949 it was $53,000,000. At 
this date we are unable to get figures for this year from the Bureau 
of Internal Revenue. 

But they have decreased since then tremendously. Imports of 
furs came into the United States, in 1946, from $97,000,000 down to 
$53,000,000, so that actually we are caught in a squeeze by the de- 
= retail market and the oversupply due to the importation of 
urs. 

Mr. Byrnes. In other words, instead of competing in an expanding 
market you are having to compete on a contracted market with these 
imported goods which make it all the more severe? 

Mr. Francis. Exactly. 

Mr. Byrnes. Another point that was made by the Secretary and 
by Mr. Brown was that the fur industry had ample remedy to correct 
the import problem by the use of the escape clause, and I would like 
to call your attention to a colloquy between myself and Mr. Brown 
of the State Department in that connection. ; 

Mr. Brown, why has the Department resisted legislation which would authorize 
the President in his judgment to put a limitation on imports from Russia, importa- 


tion of furs? 
Mr. Brown. Because that limitation exists in the escape clause and is not being 


used. 

Now, has the escape clause any effect in the limitation on an indus- 
try whose products are on the free list? 

Mr. Francis. I cannot see how it could apply. You cannot apply 
the escape clause on any item on the free list, for two reasons: First, 
and I am reading now from the procedure as was outlined by the 
Tariff Commission as to how the escape clause applies, we would have 
to prove our condition was the result of concession on the articles 
made in the agreement. : 

Now let us suppose we have a 50-percent duty on mink, raw mink, 
and we go to Geneva and we sit down to enter into an agreement 
with Canada or Norway or some other country but we do not change 
the duty in the agreement. After which we have a large importation 
of mink into this country. We contended that we could not get help 
under the escape clause on the ground that we had made a concession, 
when we had not lowered the duty. 

That same thing would apply to all articles bound on the free list. 
You cannot prove any concession made, because no concession has 
been made. 

But furthermore, on the very best legal advice we are able to secure, 
the fact that we are not bound on the free list by agreement, we are 
bound on the free list by an act of Congress, and thereby the escape 
clause cannot apply to any articles on the free list. 
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Mr. Byrnes. I do not. know that I quite follow the last part of your 
statement concerning the application of the escape clause being ap- 
plied to certain items on the free list. 

Mr. Franets. In 1945 we passed or extended the Reciprocal Trade 
Act, and we bound articles on the free list by law. Now in the agree- 
ments, since Geneva, all raw furs have been bound duty free by the 
agreements, but the agreements were just carrying out the mandates 
of the law. It is assumed that articles are bound on the free list, as a 
result of the agreement, would be claiming Congress had delegated 
more power to the State Department than the Congress possesses 
itself, because of the act of Congress, would be superseded by the 
agreement. 

Mr. Byrnes. Have you presented that point to the State Depart- 
ment in your discussions with them? 
it Mr. Francis. We have, on occasions, in meetings with them and 
conferences. And they have pointed out they were powerless to 
help us in the escape clause, and they have requested that we go see 
what could be done under the Anti-Dumping Act administered by 
the Treasury Department. 

Mr. Byrnes. In other words, the State Department itself has 
advised you in the past that your proper recourse was under the 
antidumping provisions which are administered by the Treasury 
rather than attempting to invoke the escape clause; is that right? 

Mr. Francis. I would not like to say to this extent that that had 
been always the approach they have used to sidetrack the issue. In 
one meeting they suggested we do that; in other cases, like in amend- 
ments to the foreign trade zones bill, which I am sure the members 
of this committee who acted as members of the conferees committee 
know what they said in that case—they said it apparently duplicates 
existing procedures. But they have not come out and said whether 
it actually did or actually did not. 

Mr. Byrnes. Now, you attempt and have been attempting for the 
last several years to get some protection primarily against Russian 
furs and furs from Soviet dominated areas which have been coming 
into this country in large volume since the war. One of the efforts 
vou attempted to pursue was to have the law provide authority for 
the President to act upon a recommendation of the Tariff Commission 
in the field of quotas. The State Department has consistently resisted 
that effort on your part; has it not? 

Mr. Francis. That is correct. 

Mr. Byrnes. In fact, vou did have it inserted in legislation on the 
Senate side; is that right? 

Mr. Francis. That is correct. 

Mr. Byrnes. And it was thrown out in conference? 

Mr. Francts. That is right. 

Mr. Byrnes. You are therefore faced with this situation, as | under- 
stand it, that the State Department says the law provides a method of 
escape for vou under the escape clause whereas, in truth and in fact, 
no item on the free list ean possibly come within the terms of the escape 
clause application. Is that correct? 

Mr. Franecrs. Our investigation and consultation with the best 
legal advice we can get is that we cannot make any case through the 
escape clause and prove it, because it would be, in fact, impossible for 
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them to prove we had been injured by any concession because no con- 
cession was made. 

Mr. Byrnes. Under the escape clause, you have to show the injury 
results from a concession; do you not? 

Mr. Francis. That is correct. 

Mr. Byrnes. And if you are on the free list, no concession has 
actually ever been made; therefore, you can have no damage resulting 
from a concession? 

Mr. Francis. That is correct. 

Mr. Byrnes. Is it also true that this binding of items on the free 
list in a sense ties the hands of Congress to provide a means of pro- 
tection through tariff legislation for items that have been on the free 
list? 

Mr. Francis. Yes. It binds Congress’ hands, as far as I under- 
stand, in that they have delegated authority to the President. They 
claim the authority to do something; then we find out they cannot do 
it, and I think Congress should pass legislation or change the present 
Act to make the escape clause effective to cover articles on the free list. 

Mr. Byrnes. Is it not true you have discussed with the State 
Department the question of legislation imposing a duty on mink and 
that the State Department has suggested that would be unsound 
because it would be contrary to our trade policy and would be in 
violation of agreements we have with other countries which have 
bound mink on a free list? 

Mr. Francis. Yes. There is considerable testimony that would 
bear out that statement. 

Mr. Byrnes. So that what the State Department in this case is 
doing is playing both ends against the middle. They tell you you 
have an escape clause, in effect, whereas the escape clause is not 
applic able; yet, on the other hand, they tell you you cannot go to the 
Congress and get relief by way of ine reasing the duty because they 
say that is contrary to agreements which we have with other countries 
which bind them on the free list? 

Mr. Francis. That is correct, and they referred us to the Anti- 
dumping Act. 

For the information of members of the committee, the Antidumping 
Act is very helpless against dumping from any Communist countries, 
for this reason: [t is required under that act that they must be dumping 
goods into this country below the sales price in their country or below 
their cost of production, and in a meeting last summer of officials of 
the Treasury, Department of State, Commerce, and Agriculture, we 
went into the matter, and the Treasury official stated to us definitely 
they were powerless to get the information on cost of production from 
behind the iron curtain. Therefore, it made the law inoperative 
and, as a result, under the Antidumping Act we could not receive any 
material assistance. 

Mr. Byrnes. Therefore, the net result is that, as a result of the 
present state of the Trade Agreements Act, furs can come in here in 
increasing quantities to the extent that the entire domestic fur 
industry could be wiped out and still the law would have no means 
of protecting that domestic industry? 

Mr. Francis. That is correct, sir. We cannot do anything under 
the law, and the law is blocking congressional action. That is how 
it has been. 
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Mr. Byrnes. And the attitude of the State Department is such as 
to discourage congressional action to give any relief? 

Mr. Francts. That is correct. 

Mr. Byrnes. In your statement, Mr. Francis, you mention there 
are more trade barriers internationally today in the fur industry than 
ever before. What would some of those barriers be to which you 
have reference? 

Mr. Francis. In a large percentage of the world we cannot ship 
any furs into the countries at all. They have complete embargoes. 
Then they have partial embargoes. And we have one of the most 
vicious things which I think has come in existence since the war; 
that is the compensatory rebate program that countries have put into 
effect. Of course, then there are various currency situations. To 
my knowledge today, summing it all up, the only two places we can 
ship furs into without any restrictions are Canada, and I think they 
opened up the market in Mexico last week, and there are no material 
markets for furs in those two countries. 

Mr. Byrnes. Where does this compensatory rebate operate? 

Mr. Francrs. It varies with countries and varies from year to 
year, apparently, to this extent, that if you will go to Copenhagen to 
yuy mink, you buy the mink for $10. You get your export license 
to send that to the United States. I do not know whether recently 
they have changed it, but there was a time when the Government 
would pay the exporter $3, so that the mink only cost him in American 
dollars $7 instead of the $10. That made it so that he could undersell 
us in the American market. 

Mr. Reep. Is the Copenhagen rebate $3? 

Mr. Francis. They rebate the exporter $3; that is right. 

Mr. Byrnes. That is what that Government is doing to keep its 
fur industry alive compared to our attitude toward the fur industry 
here? 

Mr. Francis. That is true. I will qualify it to this extent: they 
needed dollars very badly, too. But the compensatory rebate pro- 
gram. is still in effect even though the dollar shortage is not so critical. 

Mr. Byrnes. Now, as to these Russian furs we have been talking 
about and furs coming from Soviet dominated areas, what did you 
say was the total amount imported into this country in the last 4 
or 5 years? 

Mr. Francts. From Russia alone, $190,000,000; from all com- 
munistic countries, about one-quarter of a billion. 

Mr. Byrnes. That means that was one of their principal source 
of obtaining American dollars for use in American markets or other 
markets of the world for items that they might need? 

Mr. Francis. Yes; I would say so, because Russian exports of furs 
to this country consisted of approximately 60 to 70 percent of her 
total export business to this country. 

Mr. Byrnes. Those furs that came from Russia—that was not 
private trading at all; was it? 

Mr. Francis. No. They have what they call State trading in 
Russia. I think Congressman Granger is acquainted with that. 
The Department of Agriculture made an investigation and had Mr. 
Ropes, as the Russian representative for the Commerce Department, 
explain the whole situation, which is very well summed up in a House 
Agriculture Committee report, showing that Russia owns the furs, 
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that is, the Government, and it is strictly on a state trading basis 
that their whole fur industry is handled. And we brought out a 
couple of years ago and disclosed for the public how the Amtorg 
Corp. was operating in New York as an agency of the Russian 
Government here. And we have endeavored to cooperate with our 
people heading our security program, such as the Justice Department, 
on these matters, and we think it is a poor economic policy to 
continue this type of trading under present circumstances. 

Mr. Byrnes. During the course of the questioning on Monday, Mr. 
Eberharter from Pennsylvania attempted to discredit the idea that the 
trade-agreements program and the policies of the State Department 
were in any way responsible for the plight of the fur industry. He 
based this on the fact that in 1922 and in 1930 the Tariff Acts did not 
give any protection to furs other than silver fox. I wonder if you 
would comment on the change in the situation as it relates to furs in 
the international field and particularly as it relates to imports into 
this country between 1922 and 1930 and as of today. 

Mr. Francis. Well, in 1922, that is going quite a way back, we did 
not have any duties on foxes or mink, and our mink industry was very 
much in the infant stages at that time. In relation to silver foxes, we 
did not have any duties; neither did Norway; neither did Denmark; 
neither did Russia have any silver foxes. Therefore, none of these 
articles were competing with us, so our competition did not commence 
until after they had bought our foxes and mink and started to develop 
them and then ship them back to our country. Then we had trouble. 

Mr. Byrnes. In other words, when Congress enacted the Tariff 
Acts of 1922 and 1930, there was not any competition in the inter- 
national field, at least as far as the American market was concerned, 
on these furs? 

Mr. Francis. That is true. 

Mr. Byrnes. So that there was not any point in even considering 
the item of protection of domestic fur farming at that time? 

Mr. Francis. There was no need for it; no. Therefore, there was 
no request made, and we feel the instruments of the Government are 
such that when we need them we should be able to use them. 

Mr. Byrnes. That is all. 

Mr. Grancer. Mr. Francis, you have been interested in the wel- 
fare of the fur business for a good number of years; have you not? 

Mr. Francis. That is correct. 

Mr. Grancer. Coming back to the Tariff Act of 1922 and the 
act of 1930, what has the trade agreements actually done that have 
been injurious to the fur business? 

Mr. Francis. The primary injury of the Trade Agreements Act 
has been that the act is an excuse to stop us from getting the necessary 
protection we need. 

Mr. Grancer. That is not an answer to my question. Exactly 
what has been done? Have they lowered the tariff on any furs? 

Mr. Francis. They lowered the tariff on silver fox from 50 percent 
to 37.5 percent. 

Mr. GranGcer. When was that? 

Mr. Francis. That was in the trade agreement with Canada in 
1939. 

Mr. Grancer. Primarily, what kinds of furs are in difficulty today? 
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Mr. Francts. As farmers, we produce mink and silver fox. Under 
semiarid conditions, muskrat is being raised. I would say the most 
injured area in the fur industry deals with those three articles—musk- 
rat, mink, and fox. 

Mr. Graneer. From what country do you experience the most 
competition? 

Mr. Francts. Our biggest competition, naturally, comes from 
Russia, which has a State trading program and can undersell the 
other countries. 

Mr. Grancer. We have no trade agreement with Russia; have we? 

Mr. Francis. No; only the agreements that apply to other 
countries also apply to her. 

Mr. Grancer. But we have no trade agreement with Russia? 

Mr. Francis. No. 

Mr. Grancer. Therefore, there could be no means of escape under 
any escape clause, because we just do not have any trade agreement 
with Russia? 

Mr. Francis. That is correct. 

Mr. Grancer. So talking about the escape clause as far as Russia 
is concerned is just talk; there is nothing to that. Is that true? 

Mr. Francis. I do not believe it would work that way. You say 
because we do not have any agreement with Russia, what effect has 
that in relation to the escape clause. It was my understanding that 
if you had a provision where you bound the tariff to a 50-percent 
duty, it would apply to all countries; therefore you would have to 
use the escape clause to get the tariff increased and that would apply 
to Russia the same as to any other country. 

Mr. Grancer. Except we have no trade agreement with Russia, 
and there is nothing to negotiate with Russia as far as that is 
concerned. 

Mr. Francis. That is true. But we do not have to negotiate 
directly with Russia. 

Mr. Grancer. Now let us get down to what you think could be 
done by this committee for the fur farmers. There is no remedy for 
your main competition through the escape clause; so that is out so 
far as Russia concerned. 

Mr. Francis. That is correct. 

Mr. Grancer. What do you propose? 

Mr. Francis. I feel, on the over-all policy, we should state the 
foreign economic policy as to what we are going to do in regard to 
aggressor nations and communistic countries. I do not see any way— 
perhaps the committee can help us directly—unless we pass a direct 
piece of legislation to protect the fur-farming industry, outside of 
giving us general amendments to our trade agreements act to cover 
all industries. 

Mr. Granoer. Has your industry ever promoted or advocated 
any legislation to Congress to raise the tariff on furs? 

Mr. Franets. We have not asked for the raising of the tariff on 
furs; we have asked that the President be given the power to use 
what means he has at his command to regulate the importation of furs 
into this country. We believe tariffs can be circumvented to such a 
big extent today that it is much better to regulate the amount of goods 
coming into the country than to try to deal with it in terms of the 
tariff. 
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Mr. Grancer. Do you know whether or not we could invoke 
quotas against Russia on furs? 

Mr. Francis. Yes; | am quite sure you could set up a program 
to invoke quotas against Russia on furs. 

Mr. Grancer. But we could not do it presently under the reciprocal 
trade program? 

Mr. Franets. That is our understanding—we cannot do it. 

Mr. Grancer. Has vour industry every taken this matter up with 
the ‘Tariff Commission? 

Mr. Francis. The Tariff Commission has been in on several 
conferences when this has been discussed. When we met before the 
Committee on Reciprocity Information, I think in 1946 and 1947, 
the State Department was well acquainted with it; the President is 
acquainted with the situation, and the Tariff Commission has been 
advised of the situation; the Commerce Department knows about it, 
and the Department of Agriculture, which is making emergency loans 
to our farmers under the Farm Loan Administration to keep them 
alive, knows about it. We are hopeful we can get Congress to give us 
a law to change the present situation and to protect our industry. 
They are acquainted with it. I think we have acquainted about 
everybody we could acquaint here who has much to do with it. 

Mr. Grancer. Were you ever able to persuade the Tariff Commis- 
sion to make any recommendation as to what could be done? 

Mr. Francis. No; we have not. 

Mr. Grancer. Have you tried to do that? 

Mr. Francis. We have not made an official application to the 
Tariff Commission, and | have quoted the reason why. The only 
possible way they could help us was through the escape clause, and 
we sat down and discussed that with them, and the Treasury in the 
same meeting they also agreed they could not help us under the 
Anti-Dumping Act. So in the interdepartmental meeting they agreed 
they could not help us, and naturally we did not press it any further. 

Mr. Byrnes. On the problem of the present need of getting relief, 
is it not true that there is no provision of law whereby the Tariff 
Commission can make any recommendation for quotas or anything 
else, because there is no way for anybody to impose quotas at the 
present time in the absence of an authorization act? 

Mr. Francts. That would appear to be my opinion. 

Mr. Grancer. Of course, the Tariff Commission is at least a 
semiarm of the legislative branch of the Government, and I would 
expect they would so inform the Congress if something should be 
done in this matter. That is the thing I had in mind. 

Mr. Rexp. Mr. Francis, in listening to your testimony, which has 
been very clear and very convincing, it would seem to me you have 
exercised unusual diligence in trying to get some relief from your 
Government in this situation. Do you know of anything you have 
neglected to do in order to get relief? 

Mr. Francis. [do not;no. If there is anything we have neglected, 
I do not know of it. 

Mr. Reep. Of course, I cannot see any good reason why the 

rivileges of these trade-agreement concessions that are made should 
be extended to other countries and should apply to those communistic 
countries like Russia and China and all the other satellites of Russia, 
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when we know our boys are spilling their blood at the hands of those 
people who are fighting us. I just cannot see it. 

Mr. Francis. The way it appears to me, expressed as an industry, 
is that it is pretty difficult to draft the boys of these fur farmers and 
send them to Korea and then explain to their parents as to why we 
cannot do something to shut off the importation of furs from Russia 
into this country or furs from China. 

Mr. Reep. Apparently there is one place, I think, as a general rule, 
where our Government is a little lax and a little weak. Of course, 
being a Member of Congress, I am as guilty as the rest. That is, 
vour main difficulty again goes back to the fact that we furnished 
them with these fur-bearing animals. 

You see, we have almost an embargo on sending tobacco seed to 
another country for fear lest that be brought back here to compete 
with us. 

Mr. Franets. If we had the same protection as the tobacco people, 
we would not be here today. 

Mr. Reep. No; I bet you would not. 

Mr. Foranp (presiding). If there are no further questions, we thank 
vou for the information you have given the committee and, under the 
instructions from the chairman, the committee will recess until 1:30 


p. m. 
AFTERNOON SESSION 


The committee reconvened, pursuant to the recess, at 1:30 p. m., 
Hon. Robert L. Doughton (chairman) presiding. 

The CuarrMan. The committee will please be in order. The Chair 
would like to announce that those who desire to testify on this subject 
and who are not able to appear personally, may submit a statement or 
a brief, for the record, provided it is received by the clerk of the com- 
mittee by Friday or Saturday. 

[t has been agreed that the next witness we shall hear is Edward F. 
Vonderahe, representing the Gloversville Knitting Co. 

Mr. Vonderahe, please give your name and address and state the 
capacity in which you appear, for the benefit of the record. 


STATEMENT OF EDWARD F. VONDERAHE, GLOVERSVILLE KNIT- 
TING CO., GLOVERSVILLE, N. Y., REPRESENTING UNITED 
STATES MANUFACTURERS OF KNIT GLOVES 


Mr. Vonperane. Mr. Chairman and gentlemen, my name is 
Edward F. Vonderahe and I am manager of the glove division of the 
Gloversville Knitting Co. First I want to say that my small industry 
appreciates this opportunity of bringing our case before your very 
busy body. 

This statement is on behalf of the companies which are members 
of the American Knit Handwear Association, Inc. These companies 
produce 97 percent of the seamless knitted wool gloves and mittens 
produced in the United States. The industry is located mainly in 
two States, New York and Wisconsin. There are also factories in 
lowa, Tennessee, Pennsylvania, and New Hampshire. 

This industry employs directly between three and four thousand 
persons. Most of the factories are located in small towns where 
opportunities for alternative employment are practically nonexistent. 
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The industry needs tariff protection for its continued existence. 
Without protection it cannot compete with the absurdly low-priced 
loves imported from Japan. Without protection, its factories will 
be closed and its workers put on the relief rolls. 

Although we have noted the statements of trade-agreement pro- 
ponents that they believe in protection for all branches of industry, 
we have looked in vain for evidence of actions to substantiate that 
belief. On the other hand, encouraged by duty cuts in the Geneva 
agreement, imports of wool gloves have preempted most of the civilian 
market in this country. Our efforts to obtain relief have not been 
successful. 

Naturally, the industry must give priority to defense orders. With 
this we have no quarrel. However, the industry has sufficient 
capacity to supply both the defense orders and a substantial part if 
not all of the civilian demand. 

Unless reasonable protection is restored, the industry will be 
driven entirely out of the civilian market during the emergency. 
The Japanese will become impregnably entrenched in the civilian 
market and the domestic industry will have no business after the 
emergency. Accordingly, we are opposed to the continuation of the 
trade-agreements program in its present form and we urge a reiteration 
by the Congress of its policy of adequate protection for domestic 
industry. 

We are aware of our country’s need to keep other nations as friendly 
as possible and of the part which a flourishing foreign trade can 
contribute to friendship. We do not ask for an embargo or prohibitive 
tariffs on competitive imports. We do ask, however, that the Govern- 
ment adjust the rules of the game so as to let us have a fighting chance 
to survive. 

All the countries whose friendship we value protect their domestic 
industries by tariffs, quotas, licensing systems, or what not. Their 
determination to do this has not been dented by the Geneva or 
Annecy negotiations. Reports from Torquay do not suggest any of 
them have been converted to free trade at that negotiation. Nor do 
we believe any of them would be converted even if the United States 
were to sacrifice its small industries, such as the producers of wool 
gloves. 

But is is neither necessary nor desirable to sacrifice this industry— 
which is of great strategic importance. Our soldiers could not fight 
in cold weather without wool gloves. Prompt procurement of gloves 
for military purposes in adequate quantities and at reasonable prices 
is possible only because this country has a vigorous industry. 

Sacrifice of the industry is not necessary because our friends abroad 
know they must rely heavily on this country for military supplies in 
any future, as well as the present, emergency. 

The supreme irony of the present case is that continuation of the 
Geneva concessions violates the basic rule for trade agreements. 
This rule is that concessions are granted on particular products only 
to the countries which are the principal suppliers of such products. 
This rule was approved by the Ways and Means Committee in its 
first two reports on the trade agreements program (H. Rept. No. 
1000, 73d Cong., p. 16; H. Rept. No. 166, 75th Cong., p. 12). It was 
emphasized by the Honorable Oscar B. Ryder, Chairman of the Tariif 
Commission, in testimony before the Senate Finance Committee on 
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April 2, 1947, just before the Geneva negotiations (hearings on Trade 
Agreements System and Proposed International Trade Organization 
Charter, p. 601). 

In the Geneva agreement tariff reductions on wool gloves were nego- 
tiated with the United Kingdom and China. One of the rules for that 
negotiation was that former enemy countries might be presumed to 
be permanently out of the trade in particular products. Japan had 
not then resumed shipments of wool gloves to the United States, so 
the concessions could at that time be technically justified under the 
rule. 

The Geneva agreement was made effective in 1948. In that vear, 
Japan supplied 74 percent of our total imports of wool gloves; in 1949, 
Japan supplied 93 percent of the total; in the first 9 months of 1950, 
Japan supplied 95 percent. 

We called these facts to the attention of the Committee for Reci- 
procity Information, along with evidence that imports for the year 
1950 would equal 700,000 dozen pairs, 70 percent of the domestic 
production. We asked for withdrawal of the concessions on the types 
of gloves imported from Japan, effective January 1, 1951. Article 28 
of the agreement expressly permits such action. We have been unable 
to learn whether our request was favorably received. 

At present the industry can continue operations only because of 
military orders. The industry has lost most of its civilian outlets. 
When the Government procurement program slackens, the industry 
will not be able to regain any of these civilian outlets unless the Govern- 
ment accords it reasonable tariff protection. 

Because of the brief notice on which this hearing was called, we have 
not been able to formulate a complete, positive program regarding the 
future of trade agreements. However, if the Congress determines to 
continue the program, we do ask for some clear provision designed to 
protect domestic industries such as ours. 

Reenactment of the so-called “peril pomt’’ provisions of the Trade 
Agreements Extension Act of 1948 might furnish some assurance if 
we could expect an effective administration thereof by the Tariff Com- 
mission. Smee the Commission’s reports under the law were not pub- 
lished, we have no basis of appraisal. About all we know of those 
reports is that they were completed within the specified time and that 
they did not frustrate negotiation of the Annecy agreement, even 
though the “peril point’”’ law was not repealed until after the negotia- 
tions were completed. 

We assume that this committee can get access to all the Commis- 
sion’s reports. We ask the committee to examine the Tariff Com- 
mission’s 1949 “peril point’’ reports to aid it in determining whether 
reinstatement of that procedure would promise protection to Ameri- 
can industry. 

The Congress might also consider whether the trade-agreement 
processes should be shrouded in such complete secrecy as now prevails, 
American businessmen are denied knowledge of the intentions, ob- 
jectives, and decisions of the Government until final completion of the 
negotiations. In other countries, the governments place more trust 
in their citizens. In most countries the governments fully inform 
their businessmen of their intentions; frequently, the businessmen are 
members of the negotiating delegations. In the United States, the 
Government says, in effect, its citizens can’t be trusted with knowledge 
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of decisions. We wonder whether this is based on fear they would 
sometimes not stand up under informed analysis. 

Finally, the Congress should examine the Tariff Commission’s poli- 
cies for administering the escape clause. We feel they are too restrict- 
ive on the ordering of investigations. And, by all means, the Congress 
should require the Commission to state its reasons for the disposition 
of each application. When an application is turned down, the notice 
thereof should explain why. 

To sum up, we are convinced that if Congress permits contination 
of present administration policies our industry, as well as others which 
need tariff protection, will be destroyed. We ask for action, not 
words, to reinstate and reaffirm the policy of tariff protection. 

If the law can be amended to reinstate the protective tariff policy, 
we do not object to contination of the program. However, if the 
Administration successfully takes the position that any amendment is 
a crippling amendment, the authority to enter into agreements should 
be permitted to lapse and Congress should consider ways and means 
of restoring order to our foreign-trade program. 

Mr. Kine (presiding). Does that complete your statement? 

Mr. Vonprraue. Yes, sir. 

Mr. Kine. Are there any questions? 

Mr. Rerp. Unless you can retain your American market for your 
gloves as against foreign competition, vou will soon be out of business, 
will vou not? 

Mr. Vonprrane. That is correct, sir. We have no export market. 

Mr. Reep. None whatever? 

Mr. Vonperane. No, sir. 

Mr. Rerep. Do you supply the military with gloves? We have 
heard stories about the boys in Korea losing hands and feet because 
of a lack of such items as gloves. 

Mr. Vonpreraur. Yes. We supply the military. I believe that 
that condition existed not because of a lack of supplies but of some 
failure to get supplies to them at the right time. 

Mr. Reep. | agree with that. So that it is very important, in 
case of war in all parts of the world that we maintain this domestic 
industry, really as a defense measure. 

Mr. Vonprerane. That is very true, sir. In World War II, we 
were fourteenth on the list of critical goods. 

Mr. Reep. So that if imports become too great vou will not be 
able to maintain vour business in case of emergency, is that correct? 

Mr. Vonpreranue. That is right, sir. 

Mr. Reep. Are imported gloves substituted for the domestic? 

Mr. Vonperaue. Yes. 

Mr. Reep. [| have before me a table which I think is interesting. 
I am quite familiar with Gloversville. I have been there many 
times. I think it is important when our Government deals with 
tariffs and the subject of protection to our industry that those who 
negotiate these agreements do not lose sight of the fact that the 
community itself has a great interest in what is being done. 

Mr. Vonperane. That is correct. 

Mr. Reep. Gloversville would become a ghost town without the 
glove industry; would it not? 

Mr. Vonnerane. That is right. Gloversville is almost com- 
pletely dependent on gloves. 
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Mr. Reep. And the glove makers are highly trained people; are 
they not? 

Mr. VonperaHwe. That is correct. 

Mr. Reep. What other cities or towns supply gloves, such as you 
make? 

Mr. VonperAHE. Our neighboring town of Johnstown, N. Y.; 
there is also a factory in Albany, N. Y.; in Schenectady, N. Y.; in 
Nashua, N. H.; in Yonkers; in New York City; in Appleton, Wis.; 
in Milwaukee; in Osage, Iowa, and in Sweetwater, Tenn. They are 
primarily small-town plants. 

Mr. Reep. So that any adverse action that is taken or any failure 
on the part of the State Department to act in a case where you are 
injured by imports strikes right at the community? 

Mr. Vonperaune. Definitely. 

Mr. Reep. At the payrolls of the community? 

Mr. Vonperaue. That is right. 

Mr. Reep. And it is the payrolls of the community that support 
everything; the churches, the stores, practically every activity? 

Mr. Vonperaue. That is correct, sir. 

Mr. Reep. I notice that in 1935 imports for consumption were 
533,000 dozen pairs. 

Mr. Vonperane. That is correct. 

Mr. Reep. And the total available for consumption was 1,248,000? 

Mr. Vonperaue. That is correct. 

Mr. Reep. In 1936 the imports for consumption were 617,000 dozen 
pairs; is that right? 

Mr. Vonprerane. Approximately. 

Mr. Rerep. And the total available for consumption at that time 
was 1,360,000 dozen pairs? 

Mr. Vonperane. That is approximately correct. 

Mr. Reep. In 1938 the imports for consumption were 142,000 
dozen pairs, and the total available for consumption 743,000 dozen 
pairs. We were beginning to feel the effects of the war then? 

Mr. Vonpreraue. Yes. 

Mr. Reep. On imports. 

Mr. Vonpneraue. Yes. Was not that about the time of the 
Manchurian incident? 

Mr. Reep. Yes. That put a stop to the Japanese imports very 
largely. 

Mr. Vonpreranue. To some extent. 

Mr. Rerep. You would not claim that you could possibly compete 
with the Japanese in the manufacture of these gloves; would you? 

Mr. Vonperaue. We cannot compete with them. We have access 
to the same raw materials at approximately the same prices. Of 
course, the American wool duty has some bearing on our raw-material 
costs. ‘The substantial difference is one of labor costs. Our labor 
rates, according to an investigation we made approximately a year ago, 
indicate that our American workers work at a wage level approximately 
12 times that of the Japanese worker doing the same work. There 
is little difference in the efficiency of each worker. The output is 
approximately the same. It is purely one of wage rates plus the 
additional benefits which are peculiar to the American system, such 
as social security, unemployment insurance, paid vacations, paid 
holidays, et cetera. 
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Mr. Reep. They have not any of those social advantages, so-called 
over there; do they? 

Mr. VonperRAHE. None that we know of. 

Mr. Reerp. I do not know how it is in the glove business, but I 
know that some years ago they had people living practically in 
barracks making some of these things; they were almost state jobs. 

Mr. Vonperaue. I would like to say this also: That our investiga- 
tion proved that the government there, in its rehabilitation program, 
had taken on the job of training new employees for the enlargement of 
the industry. ‘That is a very considerable expense to us here under 
our minimum-wage laws. ‘That is done free in Japan. 

Mr. Resp. We come here to 1945 where we find that the imports 
for consumption were 67,000 dozen pairs and the total available for 
consumption was 1,339,000 pairs; that is approximately correct? 

Mr. Vonprerane. That is approximately correct. 

Mr. Reep. In 1947 the figure drops down to 14,000 dozen pairs of 
imports and 1,133,000 dozen pairs total available for consumption. 

In 1948, 45,000 dozen pairs imported and the total available for 
consumption was 1,228,000. 

For 1949 the figure is 320,000 dozen pairs imported and for 1950, 
January to October, that figure jumped to 574,000 dozen pairs of 
imports. The amount available for consumption was 1,532,000 
dozen pairs. 

Mr. Chairman, I would like to insert this in the record at this point, 
if | may. 

Mr. Kiva. If there is no objection, it may be inserted in the record 
at this point. 

(The table referred to is as follows:) 


Wool gloves and mittens, seamless knit: United States production and imports for 
consumption, for specified years, 1985 to 1949, and January-October 1950 


[In thousands of dozen pairs] 





United States production 





| } | Imports | Potal 
| Women’s, | for con- 
misses’, | Men’s and | Total | Sumption! 
and chil- | boys’ | —_ 
dren's 


| available 
or con- 


} Sumption 








1 Imports include seamed knit and crocheted gloves and mittens, but it is believed that imports have e 
sisted almost entirely of the seamless type of knit gloves and mittens or of crocheted gloves and mittens, 
which serve the same purpose as seamless gloves and mittens. 

2 Includes 499,000 dozen pairs made on Government contract, some of which may have been for women. 

3 January to October. 

4 Imports for January through November 1950 totaled 664,000 dozen pairs. 


Source: Official statistics of the U. 8. Department of Commerce, except production statistics for January- 
October 1950, which were supplied by the industry. 
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Mr. Vonperaue. I would like to add something to that. We now 
have figures running to the end of November which show that Japan 
sent in to us a total of 626,000 dozen as against a total for the same 
period the previous year, 1949, of 278,000. They more than doubled 
their output in that one year. The rate of acceleration is going up 
at about a 45-degree angle. 

{ am sorry I do not have a better chart, but this indicates the rate 
of acceleration of Japanese imports [indicating chart]. 

Mr. Resp. | want to ask you this. You say you have no export 
business; you have to depend upon the domestic market, and your 
market is pretty largely confined to this part of the country where 
the temperature does ro down. 

Mr. Vonperaue. Largely. 

Mr. Resp. So, your domestic market is in a very restricted area 
of the United States, so that imports in your business have a greater 
impact than they would in the case of many products where the 
domestic market covers the whole of the United States; is not that 
true? 

Mr. Vonpsrane. I think that is correct. 

Mr. Reep. I have here another table concerning wool gloves and 
mittens: United States Imports for Consumption, by Classes for 
Specified Years 1936 to 1949 and January to November 1950. These 
are figures from the Tariff Commission as of January 1951. I should 
like to ask that this be inserted in the record at this point. 

Mr. Kine. If there is no objection, it will be inserted in the record 
at this point. 

(The table is as follows:) 


Wool gloves and mittens: Un ted Niatles imports for consumpt on, hy classes, for 
8 pe . fied years 1936-4 & an i Jan iary- Nove moe r 1950 


Not embroidered 


| 
| Valued at | Valued at Valeo’ of 
| not over over $1.75 hs °6 be 
$1.75 per | not over $4 oe ig 
dadozen per dozen 


| ! 
eo . pairs 
pairs pairs 


Quantity (1,000 dozen pairs) 


1936 
au 
1048 3 
1949 


1950 


Included with imports valued at over $1.75 but not over $4 per dozen pairs. 
? The subdivision was at $3.50 per dozen pairs before GATT. 

Preliminary 
‘ Less then 500 dozen pairs in quantity and less than $500 in value. 
§ January to November. 


Source: Official statistics of the U, 8. Department of Commerce. 
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Mr. Reep. I think you have made a very fine statement, Mr. 
Vonderahe. I certainly feel a deep interest in the preservation of 
our community life in this country. Gloversville is a fine community 
of homes and is dependent upon this market. And I think it is the 
first duty of the United States to see that those communities are 
protected from the inroads of cheap labor from abroad. 

Mr. Vonperane. Thank you. 

Mr. Eseruarrer. Mr. Vonderahe, has the price of knitted hand- 
wear increased in the last 9 months? 

Mr. VonperRAHE. Yes. 

Mr. Esernarter. By that percentage? 

Mr. Vonperaue. January 1951, as against January 1950, approxi- 
mately 25 percent, due to the terrific increase in raw wool prices, 
primarily. There has also been, | believe, one general labor increase 
of approximately 10 percent which has contributed to that, but in 
very small part. Eighty percent or more of the increase in the cost 
of the finished glove is attributable to the very drastic increase in 
raw wool prices. Our raw materials cost us more. 

Mr. Esernarter. That 25-percent increase is added at the whole- 
sale level, I assume? 

Mr. Vonperaue. That is right, sir. Most of our business is done 
at the wholesale level through large distributors. 

Mr. Evsernarrer. That would result in about a 35- to 40-percent 
increase in prices at the retail level? 

Mr. Vonprraue. I would say 33 percent approximately. 

Mr. Exernartrer. Under those circumstances, do you not think it 
would be a good idea if we could import more gloves to keep the prices 
down? 

Mr. Vonperane. Mr. Eberharter, we have never felt that imports 
should be excluded. We feel that they have a right to a portion of our 
market. Our alarm is that their rate of acceleration is so great that 
now, while we are being asked to turn over a very substantial portion 
of our production to defense, and we want to do that, the imports 
will be so entrenched in our markets that we will not be able to get it 
back when the defense needs are over. 

Mr. Exersartrer. That is the same testimony you gave 
ago and 3 years ago, is it not? 

Mr. Vonperane. The circumstances have not changed, sit. 

Mr. Esernarrer. It is just the same as it was 3 years ago and 
2 vears ago; you are afraid that you will lose the domestic market? 

Mr. Vonperane. That is correct and events of the past 2 years 
have substantiated our position. 

Mr. Esernarter. Thank you. 

Mr. Coorrer (presiding). If there are no further questions, we 
thank you for your appearance and the information you have given 
the committee. 

The next witness on the calendar is Mr. H. W. Rose, president of 
the American Tariff League, Inc. Mr. Rose, please give your name 
and address and the capacity in which you appear for the record. 


2 years 
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STATEMENT OF H. W. ROSE, PRESIDENT, AMERICAN TARIFF 
LEAGUE 


Mr. Rose. Mr. Chairman and gentlemen, my name is H. Wickliffe 
Rose. I am employed by the American Viscose Corp. at 1617 Penn- 
sylvania Boulevard, Philadelphia 3, Pa., where I serve in the capacity 
of general assistant to the president. I am president of the American 
Tariff League, and it is in that capacity that I appear here today. 

The American Tariff League was founded in 1885 and is now in its 
sixty-sixth vear of continuous service. Its membership, including 
more than 300 companies and agricultural groups, represents more 
than 80 different branches of industry and agriculture. 

The purpose of the league still is, as stated in its constitution, 
* * * to carry on continuous research into all the facts and forces brought 
into play in trade between nations; and to make these facts available in an 
educational effort designed to provide a better understanding of the effect of these 
forces on the prosperity of American labor, agriculture, and industry. 


CONSISTENT OPPOSITION TO TRADE AGREEMENTS ACT 


As the effect of some of the forces brought into play by the trade- 
agreements program has been quite different from that intended, we 
oppose H. R. 1612 and the extension of the Trade Agreements Act 
beyond June 12 of this year. We recommend instead that measures 
be adopted which will have better prospects for improving domestic 
economy, our foreign trade, and our foreign relations. 

This opposition on our part is no surprise to this committee. It is 
consistent with the league’s position when the act was introduced in 
1934 and with each successive extension. 

On May 30, 1948, when the act was up for renewal, I had the privi- 
lege of presenting to this committee, the league’s declaration of prin- 
ciples and program for world trade. We have reviewed that declara- 
tion recently in the league, and we still are confident that the con- 
structive proposals made therein would greatly improve our domestic 
economy, our foreign trade, and our foreign relations. 

The amendment and extension of the Trade Agreements Act for 
1 year, as sent by the House to the Senate in 1948, was approved by 
the league only in the expectation and hope that, during the year, a 
serious study would be made and legislation would be prepared to 
improve our tariff system, our foreign ‘trade, and our foreign relations, 
without injuring or threatening any American producers, and because 
during that year American producers would expect some protection 
through the provision that the Tariff Commission name “ peril points,” 
below which their protective tariffs should not be reduced. However, 
even that small concession to American producers who are in competi- 
tion with the world for their own home market was opposed by the 
State Department. The peril-point provision was removed from the 
act; and the studies and recommendations made by the hard-working 
but reduced staff of the Tariff Commission during that year, prior to 
the Annecy negotiations, were filed away and kept secret. 

Nothing has been done since to improve the act or the system. On 
the other hand, our American form of tariff agreements has been 
pyramided with a multiplicity of nations, while real trade agreements 
have been negotiated by other countries bilaterally, affecting the 
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specific commodities needed by each. While the United States has 
been busy with the theory of reducing barriers to world trade, more 
barriers have come into existence than ever before, and most of them 
are against the United States. 


FAILURE OF THE TRADE AGREEMENTS 


After 16 years of the Trade Agreements Act, instead of freer trade 
we have more restrictions. Instead of nondiscriminatory multi- 
lateral trade, there is an ever-increasing number of bilateral deals. 
Instead of increasing export markets, we find those markets shrinking, 
the foreign countries becoming more independent of our goods, and 
we are helping them to become self-sufficient. Instead of the forei: gn 
wages closing the gap as compared to ours, we find them remaining as 
wide apart as ever in most cases, and even wider in others. Instead 
of the free convertibility of currencies, we see all kinds of exchange 
controls. Instead of nations trading freely in a society of free nations, 
we see the world divided into regions of influence and araes of trade— 
the Soviet region, the Western European region, the British Common- 
wealth countries, the Americas, the sterling area, the dollar area. 
Instead of countries trading without discrimination against one 
another, we see new forms of discrimination coming into practice 
constantly; and we see the General Agreement on Tariffs and Trade, 
known as GATT, increasing its membership in a club of nations with 
the growing implication that they will discriminate against non- 
members. Worst of all, instead of peace and prosperity, we have war, 
waste, and want. 

How is it a for such a wide gulf to exist between the purposes 
of the Trade Agreements Act and the actual conditions today? Now, 
after going through depression, world war, reconstruction, and with 
the threat that the warfare in which we are engaged will spread over 
the world again, how is it possible that the United States has no 
newer or better solution to offer for the problems of world trade 
than the system of progressive reductions of tariff? Are we as near 
the end of our ideas as we are the end of tariffs that can be reduced? 
Have we thought through to what we will use for trading power 
when we have traded away all the protection of our markets that 
we can? Do we really think there remain enough tariff protection 
and competitive markets in this country to trade away the controls, 
restrictions, and barriers which all the other countries of the world 
maintain over their markets? If the reduction of the level of our 
duties from an average of 39.4 percent of the value of dutiable items 
in 1934 to 13.8 percent in 1949 has not accomplished it, how could 
the removal of these remaining import duties do it? It seems obvious 
that some other method of improving trade conditions must be found. 


DIMINISHING BARGAINING POWER 


Even if the United States negotiated with all the other countries 
at once, it would not have enough bargaining power to accoinplish 
its objective. But it negotiated for years with one country at a 
time, and then, starting in 1947 at Geneva, with groups of selected 
countries. Every United States concession in every tariff agreement 
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is made available not to the one country alone, or to the selected 
group, but to all the world at the same time. 

This most-favored-nation feature of our Tariff Act is not well 
understood either by the public or in official circles. So thoroughly 
has the word “reciprocal” been used in connection with the Trade 
Agreements Act by its proponents, that even thev are sometimes 
brought up with a shock when they learn that the reductions in 
tariff cannot be enjoyed exclusively by either country, but must be 
generalized. 

A paradox exists in our fundamental policy of restoring multi- 
lateral trade, and at the same time trving to stimulate more bilateral 
trade between the United States and Western European countries. 
While the traditional normal channel of trade between the United 
States and Western Europe is trilateral—flowing from United States 
of America to Europe to South America to United States of America 

nevertheless, last year Mr. Paul Hoffman, then head of ECA, 
conducted an extensive campaign toward closing the trade gap in 
merchandise directly between the United States and countries of 
Western Europe. The effort continues actively through our own 
Government officials who are in Europe, at our public expense, 
urging and training European producers to ship more competitive 
goods here, regardless of multilateral and more normal channels of 
trade. 

This pressure by ECA to balance the merchandise trade with the 
countries of Western Europe points up another paradox. Even 
though the balance of foreign trade payments is a complicated equa- 
tion, particularly on a world-wide basis in multilateral trade, and 
even though there was good prospect of closing the gap without 
injuring anybody, pressure from ECA has been directed toward huge 
increases of imports of competitive goods. This pressure added to 
the demand for further reduction of tariffs across the board.  Prac- 
tically every commodity on which the law allows additional redue- 
tions was included on the trading list for the Torquay Conference 
now in session. 

In February of last vear, during appearances before Congress on 
appropriations for ECA, Mr. Hoffman and Secretary Acheson created 
consternation among American producers and workers by saying in 
effect that competitive imports must be increased until it hurts, that 
if any American workers or producers were injured, the Government 
should give them direct relief. Nothing so horrifying to American 
producers in their relations with their own Government had happened 
since the Trade Agreements Act started in 1934. During the course 
of the trade agreements program, we have been assured repeatedly by 
Government officials that no important and efficient American 
producer would be injured by the trade agreements. President 
Truman said, in a letter to Hon. Sam Rayburn May 25, 1945, when 
the act was up for renewal: 

I have had drawn to my attention statements to the effect that this increased 
authority might be used in such a way as to endanger or ‘‘trade out’’ segments of 
American industry, American agriculture, or American labor. No such action 
was taken under President Roosevelt and Cordell Hull, and no such action will 
take place under my Presidency. 

There was a reaction to the pressure of ECA throughout the indus- 
tries and agricultural groups which are dependent on some degree of 
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tariff protection to stay in the domestic market. The program, the 
policy, and the attitude were denounced widely by management, 
labor, and producers groups. While the statements which ‘created 
the flurry were covered with explanations, there is now a keen aware- 
ness of this threat to our American workers and productivity, and 
there is now considerably more opposition to the trade agreements 
program as a result of the threat. An interesting feature of this 
renewed opposition is that it includes both political parties and both 
management and labor. 


AMERICAN WORKERS VULNERABLE 


The business recession in the first half of 1949 opened the eyes of 
Americans to what can happen with tariff protection reduced or 
removed by the trade agreements. Production in many lines was 
drastically curtailed, and imported goods replaced domestic goods to 
some extent during that period. 

Meanwhile, labor leaders went abroad, and they saw at first-hand 
the conditions under which the workers abroad were competing with 
labor here. Much of the illusion of raising their standards of living, 
equalizing the foreign wage gap, and the general one-world idea was 
shattered. Such concrete comparisons made the value of tariff pro- 
tection all the more apparent, and the effect, or even the threat, of 
the removal of tariff protection became more evident. 

The recession gave Americans only a taste of what they can expect 
when the going gets really tough. A favorite argument of the pro- 
ponents of the trade agreements is that the reductions of tariff must 
be all right because no one has been injured. That is like saying it 
is all right for someone to continue rifle practice in our yard because 
so far none of the family has been hit. However, there has been 
injury, as this committee will hear from various sources, and the 
potential threat in many other cases is actual and not a matter of 
emotion, hysteria, or politics. 

It is only the series of emergencies, keeping the conditions of inter- 
national trade abnormal, that has prevented a clear demonstration of 
the effects of our reduced tariffs. The Trade Agreements Act was 
introduced in 1934 for the purpose, as stated in the preamble, of re- 
storing employment and correcting the effects of the depression. 
When it was extended in 1937 war had started in Asia, and proponents 
of the act said a major purpose was to prevent war. When the act 
was extended in 1940, war had started in Europe; preparations for war 
had ended the depression; and the trade agreements would help keep 
us out of the war. In 1943 the act was extended again, and then the 
act was said to be necessary to win the war it could not prevent. In 
1945, the extension was advocated to reconstruct and restore normal 
trade with Europe. In 1948, there was an extension of 1 year, as men- 
tioned before, with the intention of studying and improving the tariff 
system; but in 1949 the act was extended again for the avowed purpose 
of closing the dollar gap in our foreign trade, of restoring multilateral! 
trade, and of preventing the spread of communism. In 1950 a special 
study for closing the foreign trade gap was in progress when the Com- 
munists attacked in Korea, and the subsequent rearmament moves 
helped to close the gap. Nevertheless, the President’s special assist- 
ant, Gordon Gray, went ahead and made a voluminous report recom- 
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mending, among other things, approval of the Habana Charter for 
ITO (now dead), and more trade agreements and reductions of tariff. 
Then the Secretary of State stated that the planned Torquay con- 
ference must go forward as tariff reductions would help curb inflation, 
under these new war conditions. 

These amazing claims for the powers of the trade agreements and 
reductions of tariffs have been used to hide their very impotency and 
failure. The effect of one round of tariff reductions should be tested 
before amother round is undertaken. The policy under the Trade 
Agreements Act, however, has been to remove protection as fast as 
possible. The potential effects are hidden by the uninterrupted 
series of emergencies, and the fact adds to the magnitude of the threat, 
and to the eventual impact on our economy when another recession in 
business comes. 


VARIOUS EFFORTS TO REDUCE PROTECTION—DEVALUATION 


In addition to the drive toward free trade conducted in the name 
of trade agreements, destructive as it is to our productivity, our 
Government has sought, and is seeking, to reduce tariff protection 
in a number of other ways. 

Close on the heels of the business recession in 1949 came devalua- 
tion of the pound sterling and of most of the currencies of Western 
Europe. Revaluation was inevitable, and it should have been done 
sooner after the war. The point here is that our Government officials 
argued for it as a means of enabling British and other European 
producers to undersell our producers in our own market. It was 
presented that rather than maintain grants-in-aid to Europe, it was 
better for them to sell more of their goods here even at the sacrifice 
of the market for American producers. The argument went that the 
sacrifice of American markets for American producers would cost the 
public less than the maintenance of grants to Europe. This instance 
of government working against its own producers in their home 
market is probably unique in the history of the world. Devaluation 
also helped Europeans to undersell our exporters in foreign markets. 


RIGIDITY OF TARIFF UNDER TRADE AGREEMENTS 


The ys sce of the present condition of our foreign trade, our 


foreign relations, and the world in general reveals an appalling gap 
between claims for the trade agreements program and accomplish- 
ment. In fact, one cannot even find the connection, except that 
statistically a tremendous number of rates of duty has been reduced 
by a large amount. 

The principal effect of the program on our tariff system is to freeze 
the rates and to complicate it enormously. Since those rates are 
frozen which are included in any trade agreement, and cannot be 
changed without further negotiations with foreign countries, it means 
that our tariffs are rigid, and it is not practical or possible to keep them 
up to date to meet changing conditions. Because the system is so 
rigid, and because the protection is being cut down, the United States 
cannot move fast enough under the system to save its competitive 
producers in a recession or depression. Devaluation of foreign cur- 
rency, recession in demand, change of supplying nations, wide fluctu- 
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ations in cost and price, all can affect the protection afforded by tariff. 
So long as protection is the purpose of the tariff on imports to this 
country then the system should be flexible enough to provide pro- 
tection. 

The present system is so complicated that it is very difficult to find 
how the current rate of duty on any commodity was established. It 
is like searching a title to discover with what country a reduction was 
negotiated, why it was granted, and what was granted in return. It 
also is difficult to discover the concessions and their implications, made 
by binding rates of duty against raises and binding commodities on the 
free list. When our country finds itself being injured by a concession, 
all these questions are important. If our Government were more 
interested in the American producers and employees, and were con- 
centrating less on trying to find means of exporting dollars, it would 
work closer with those parties protected by tariff. If the Government 
were working closer with those parties, then it could avoid getting 
into some of the serious situations which require withdrawing from 
international commitments. If our tariff system were not so frozen 
and rigid under the grasp of international trade agreements, some of 
the situations could be prevented from developing to a serious stage. 


PROPOSALS OF THE AMERICAN TARIFF LEAGUE 


So far as the extension of the Trade Agreements Act is concerned, 
the league is opposed. If the act should expire, legislation could 
readily correct the faults in the program and the tariff system. What- 
ever system of tariffs is determined on, our domestic and foreign 


trade and our foreign relations would surely improve if certain changes 
were made along the following lines: 

1. Congress should restore and strengthen the power of the Tariff 
Commission. That Commission should be required by Congress to 
act as a commission. The domination of the Commission by the 
State Department should be ended. Appropriations for the Tariff 
Commission have not been adequate to maintain the staff and 
functions. If there are to be safeguards in the form of “peril points”’ 
and escape clauses, as well as changes of rates to meet conditions, there 
must be a staff of specialists sufficiently large to cope with the subjects. 

2. Not only should an escape clause be included in all international 
trade agreements, but Congress should legislate the criteria and 
procedure. At present the procedure is by Executive order only. 
Investigation by the Tariff Commission on complaint of a party in 
the United States should be made mandatory by Congress; and it 
should be provided further that the President shall proclaim the 
finding of the Commission in the investigation. At present, the 
Commission can refuse to investigate, and the President can ignore 
the injury. 

3. oe all its dealings with foreign countries on questions of inter- 
national trade, the executive branch of the Government of the United 
States should be required to consult readily with those parties in 
American industry, labor, and agriculture which are dependent on 
some tariff protection, as well as those who are concerned with exports 
and financial investments abroad. We are confident that our domestic 
and our foreign relations will both improve when our Government 
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stops pitting one segment of our omemny against another and sincerely 
seeks the counsel and advice of all. 

4. Flexible provisions of the tariff system should be restored. The 
United States must be in a position to protect its own citizens and 
economy against sudden and drastic changes in the factors affecting 
world trade and our productivity. Some improvement in the present 
system could be brought about simply by making sections 336, 
equalization of costs of ‘production, and 516 (b), appeal or protest by 
American producers on classification, in the Tariff Act of 1930, 
applicable to all imported items. The Trade Agreements Act now 
forbids their application to commodities included in any trade 
agreement. 

5. Continue the negotiation of treaties of friendship and commerce, 
and improve those already i in effect, until we have with all nations, 
willing to trade with us on a fair basis, treaties which will encourage 
a normal and growing volume of business. 

6. Provide incentive for other countries to trade with us and to 
raise their own standards of production, wages, and living. This 
does not mean for the United States to buy the privilege of selling to 
other nations, for that procedure kills incentives and creates inter- 
national tensions. Incentive could be provided in our tariff system. 
Our present ad valorem rates of duty based on foreign valuation have 
the effect of discriminating against the nations with the higher wages 
and living standards, and favoring the nations with lower wages and 
costs. Not only is this principle of discrimination unethical by 
encouraging exploits ition of labor, and contrary to a basic principle 
of foreign economic policy of the United States, but the proposed 
Customs Simplific ation Act would shift the only group of our duties 
which are not discriminatory in this respect : and place them in the 
category of the majority which are discriminatory. 

American producers in industry, mining, agriculture, forestry, and 
fisheries have initiative, ingenuity, and courage. Those of us in the 
United States who must compete against the world for our own 
domestic market will meet that normal competition as best we can. 
Some producers will fail in competition with foreign producers, just 
as some go under in the domestic competition for markets. This has 
nothing whatever to do with the protective tariff system if tariffs are 
equitable, as advocated by this league. The general impression has 
been spread by proponents of the Trade Agreements Act that tariffs 
coddle and bolster the inefficient, and that the American people would 
be healthier and more prosperous if all such inefficient elements were 
purged from our productive economy by the reduction of tariffs in 
international trade agreements. Such propaganda is contrary to both 
the purpose and the effect of a protective tariff system which is 
allowed to work. It is dangerous to the American economy, and to 
the producing and consuming American public, to trade away our 
domestic markets and open them up to the monopoly, whims, and 
abuses of foreign producers. 

The business recession of 1949, an expected catching up of demand 
by production, gave the competitive producers of America a glimpse 
of their position in world competition. Devaluation of foreign cur- 
rencies aed subsequent loss of markets here and abroad gave them 
another glimpse. The high pressured importation of competitive 
goods from Europe, under the guidance and actual training of our 
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ECA and other Government officials, is giving our producers another 
glimpse of what wil! happen when there is a real recession of demand 
or a depression. ‘The statements of Secretary Acheson and Paul 
Hoffman last February before congressional committees dealing with 
ECA appropriations, already referred to, show vividly how far the 
officials of our Government favor foreign producers and workers 
against ourown. The real show-down will come in tough competitive 
conditions when we lose production, productivity, and employment; 
and it can happen quite suddenly. 

Mr. Chairman, that completes the prepared statement, but in order 
to understand better how the proposals outlined, which are in quite 
general terms, by the league, would be carried out, in the absence of 
a Trade Agreements Act, the league has been studying the subject 
for some time on what would happen if the Trade Agreements Act 
should expire. 

Mr. Cooper. You wish to put something more in the record? 

Mr. Rose. Yes; I have a statement on the study which I will 
submit. 

Mr. Coorer. Without objection it will be inserted in the record. 

(The statement referred to follows:) 


WHat iF THE TrapE AGREEMENTS Acr Digs? Some Surprises IN THE Law 


Todavy’s tariff structure is badly scrambled. We are still operating under the 
basic Tariff Act of 1930. The trade agreements cut across the 1930 rates, and, 
because the Trade Agreements Act has never been extended for more than 3 years 
at a time, it is commonly supposed that the changes thereunder are of a temporary 
nature. Under the alleged authority of the Trade Agreements Act 3-year exten- 
sion of 1945, the United States became a signatory to the general agreement 
on tariffs and trade (GATT), which is being administered as a permanent 
organization. 

These complexities prompted the league to seek an opinion as to what the 
situation would be if the Trade Agreements Act were allowed to expire. For 
expert advice it turned to Edwin G. Martin, Esq., recently, and for many years, 
chief counsel to the United States Tariff Commission, and now a practicing 
attorney in Washington. Mr. Martin has either attended in person or worked 
in conjunction with all the tariff negotiating conferences under GATT, and was 
present at Habana, Cuba, in 1948 when the charter for an International Trade 
Organization (ITO) was being finally drafted. 

The league formulated questions, based on the supposition that the Trade 
Agreements Act were allowed to expire on June 12, 1951, and Mr. Martin fur- 
nished his replies thereto. The opinions, of course, are Mr. Martin’s and there 
may be some points on which legal experts may differ. However, Mr. Martin’s 
qualifications and experience are an assurance that his views deserve most serious 
consideration. They upset some generally held beliefs. 

Two of the league’s questions as to what would happen if the Trade Agreements 
Act was allowed to expire are set forth below, each followed by a digest of Mr. 
Martin’s answers: 

Question No. 1. What tariff rates would be in effect and what power would 
the President have to change them? 

Mr. Martin replied that if no positive action to terminate the agreements them- 
selves accompanied the expiration of the Trade Agreements Act, the trade agree- 
ments rates would continue to apply, since the agreements each continue indefi- 
nitelv until terminated, on 6 months’ notice. The GATT provision that margins 
of preference (such as we accord to Cuba), cannot be increased, would continue, 
as it was accepted definitively by the United States. This provision would prevent 
a number of United States agreement concessions by which we grant one rate to 
the world generally, and a lower rate to Cuba, from being restored to 1950 rates, 
even if the pertinent concessions were terminated, because to restore them to 
1930 levels would violate our commitment under GATT not to increase margins 
of preference. 

In explanation, Mr. Martin makes the point that the Trade Agreements Act is 
permanent legislation. While there are provisions in the act regarding time limits, 
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Mr. Martin says “these provisions do not mean that the act goes out of opera- 
tion if the Congress takes no further action.” 

It is in connection with the President’s power to change tariff rates that the 
permanent nature of the Trade Agreements Act must be chiefly considered. The 
— confers two specifie kinds of authority on the President, according to Mr. 
Martin: 

1. The authority to “enter into’’ agreements, under section 350 (1) (a) (1) of 
the Tariff Act of 1930 (the Trade Agreements Act section), which authority, 
under section 350 (2) (e), is limited to the date of expiration of the particular ex- 
tension of the act (current date of expiration is June 12, 1951). 

2. The authority to modify rates whenever “required or appropriate to carry 
out any foreign trade agreement,”’ under section 350 (1) (a) (2) of the 1930 act, 
ete., which authority continues since it is not specifically limited by the act. 

It is Mr. Martin’s opinion that the first authority would end with the expiration 
of the Trade Agreements Act, but that the second authority would continue. 
Such continued authority would also be subject to certain limitations, in the 
Trade Agreements Act, which would likewise continue. He explains: 

Before the Trade Agreements Act of 1934, the President had the power under 
section 336, of the Tariff Act of 1930, to change particular rates in the Act, 
within a 50-percent margin, depending upon a determination by the United 
States Tariff Commission that such a change was necessary to equalize the 
domestic and foreign costs of production of any item. In the Trade Agreements 
Act the President was expressly prohibited from using section 336 in the case of 
an item subject of a trade agreement. It is Mr. Martin’s opinion that, even if 
the current Trade Agreements Act extension were allowed to expire, this pro- 
hibition would continue. 

Under the continuing authority of the act, even though it expired, the President 
could change rates of duty ia the following ways, Mr. Martin declares: 

1. He could proclaim after the expiration, reductions in duties agreed to with 
other countries before the expiration, because such a proclamation would be a 
modification “required or appropriate to carry out” an agreement “entered into” 
before the expiration date. (Mr. Martin contends there is a precedent for such 
action, because the President on June 25, 1948, proclaimed duty reductions which 
had been negotiated with India and Norway in 1947, although the then current 
extension expired on June 12, 1948, and the new extension was not enacted until 
June 26, 1948.) 

2. He could increase duties pursuant to escape clause procedures. (See 
Information Bulletin No. 4, for details on escape clause.) 

3. He could increase duties by withdrawing concessions, pursuant to GATT 
articles XXVII (wherever the concession was negotiated with a country which 
fails to become or ceases to be a GATT member), and XXVIII (for any reason 
after January 1, 1951, provided the United States consults with other member 
countries),'! without the United States quitting GATT entirely. 

4. He could modify rates under section 336 procedures whenever the items 
involved ceased to be subject to a trade agreement. 

Question No. 2. Would there be authority for continuing the trade agreements 
program? If so, to what extent? 

The trade agreements program, except for entering new agreements, could be 
continued indefinitely. CNET could continue, to the extent it is in effect now, 
without further legislation, because it is an agreement entered into within the life 
of the Trade Agreements Act, as extended. To make all of it definitely effective 
would require congressional action to amend or repeal conflicting United States 
laws. However, much of GATT, such as the tariff concessions, and most-favored- 
nations provisions in part I, and the organizational articles in part III are fully in 
force. Srerythinn in part IT, not conflicting with United States law is in full effect, 
so that its provisional acceptance by the United States connotes only a technical 
diplomatic distinction without substance. | H. R. 1535, so-called customs simpli- 
fication bill, if enacted, would make United States laws conform to GATT provi- 
sions. Because it would be carrying out an existing agreement, rather than 
entering into a new one, the President could proclaim definitive acceptance of 
GATT, even though the Trade Agreements Act expired, whenever our laws were 
brought into line with part II of GATT. 

On the subjeet of the authority of the President to proclaim the definitive 
acceptance of GATT, even though the Trade Agreements Act were permitted to 
expire before such proclamation, Mr. Martin considers that ‘“‘the procedures 


1 The State Department served notice that it would discuss changing this date to January 1, 1954, at the 
Torquay Conference, 
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followed in putting into force the concessions negotiated with Chile constitute a 
persuasive precedent * * *.”’ Mr. Martin’s contention is set forth in his 
own words as follows: 

“The Protocol of Provisional Application stated that it was open for signature 
until June 30, 1948, but contained no provision for provisional accession after 
that date by countries participating in the Geneva negotiations. Although Chile 
had completed negotiations with the other countries and had signed the Final Act 
of the Conference on October 30, 1947, she had not signed the Protoclo of Pro- 
visional Application in the allotted time. 

“The President’s authority to enter into agreements expired on June 12, 1948, 
It was renewed on June 26, 1948, by the Trade Agreements Extension Act of 1948, 
but that law stipulates that no new trade agreement should be entered into until 
the peril point procedure had been invoked. 

“Some time after June 30, 1948, Chile requested an additional opportunity to 
adhere to the Protocol of Provisional Application. The resuit was the adoption 
by the contracting parties on September 14, 1948, of a special protocol for Chile’s 
accession. Chile duly signed this protocol and became a contracting party. On 
March 8, 1949, the President proclaimed the effectiveness of the concessions 
negotiated with Chile (Treasury Decision 52167). 

“The peril point procedure was not followed, presumably on the ground that 
neither the special protocol nor the proclamation involved the entering into of 
an agreement within the meaning of the law. The Chile case resulted in a change 
of tariffs by executive action. It would seem an a fortiori that definitive accept- 
ance of GATT, which would not of itself change any tariff, would not be entering 
into an agreement. On this basis, expiration of authority to enter into agree- 
ments would not of itself prevent definitive acceptance of GATT.” 

Mr. Cooprr. Mr. Reed of New York will inquire. 

Mr. Rxexp. Mr. Rose, I want to congratulate you on your very 
constructive statement. 

Mr. Rose. Thank you. 

Mr. Rexp. There is one feature developed by those who believe 
that we should buy in the cheapest market, wherever it would be to 
the greatest advantage of the consumer. Is not this the fact, that if 
we were to follow that policy, and if cheaper goods were to come into 
the United States resulting in the elimination of our factories and 
industrial plants, and has not this been the history, that the practice 
has been in those cases for the foreign countries importing the goods 
have raised the prices to the American consumers? 

Mr. Rosz. Yes. That is a basic observation. I believe that is 
quite generally misunderstood by the public as well as officials working 
on the subject in these trades. 

rr . . . ° . 

Chere is a false impression that free trade, in the absence of tariffs, 
means that goods produced at lower costs abroad would be sold to 
consumers in our country at a lower price. There are so many 
examples quite the contrary that are true that if I may take just a few 
minutes I would like to point up the fallacy in that regard. 

Mr. Rexp. Yes; I am anxious to get that, because I realize it is a 
fact and I would like to have you enlarge upon it. 

Mr. Rosse. Yes. Take as an example the natural rubber which 
has been on the free list so long. When our sources of rubber were 
cut off we were without rubber, but before the Japanese closed the 
eastern sources of rubber to us one would have assumed that if that 
were true the consumers in the United States would have enjoyed a 
lower price on natural rubber. 

But if you look at the history of prices paid for natural rubber 
before World War LI, you can see that the consumers of natural rubber 
in the United States were subject to a foreign monopoly. I believe 
all of us here are opposed to monopolies, foreign or domestic, but the 
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point that is not generally recognized is that when we open up and 
turn over to foreign producers the domestic market, we are supporting 
and inviting foreign monopoly by keeping out the domestic producers. 

‘Those are instances where we had no domestic production at all; 
it was not just buying against a foreign producer, but there was a 
monopoly, and the people in the United States paid whatever price 
the whim of the rubber cartel wanted to charge—the British, the 
Dutch, and the Malayan producers chose to charge—and there were 
many instances when they charged plenty. 

Now today the comparison is quite vivid. We were forced to build 
up an industry of synthetic rubber, because we were dependent upon it. 
it is still on the free list, as far as imports are concerned, but we do 
use the tariff principle in protecting our domestic industry on syn- 
thetic rubber by requiring a mixture quota with natural rubber. “So 
that we use the quota principle in the consumption in the United 
States. 

Now we have a leverage against the foreign monopoly, in that 
instance, as well as many others, the presence of the protected domes- 
tic industry actually results in the American people paying less even 
for the foreign goods. 

Mr. Reep. You recall a good many other examples. For instance, 
back in the First World War what happened at that time when the 
dye industry tried to develop in this country, and as a result of that 
development we are buying dye cheaper than we ever could before. 

Mr. Rose. That is a very vivid example of the same principle, ves 

Mr. Reep. Does that apply to almost any of the necessities of 
life, that if the domestie production is killed off then we have to pay 
any price the importers dictate? 

Mr. Rose. That is right. Foreign markets do not mean cheaper ° 
prices for the American consumer. In the trade agreements, negoti- 
ations of trade agreements mean reduction of tariff with a foreign 
country, and has not meant a lower price by any means on all com- 
modities for the American people. 

For instance, let us take wool, which was negotiated at Geneva in 
1947. If the trade agreement worked out, as is held by the proponents 
since we lowered the tariff on wool for the benefit of the British Com- 
monwealth nations, which are the principal wool producers, then the 
United States would enjoy lower wool prices, because they were paving 
less tariff on them. But we happen to know that it was a part of the 
deal made in that trade-—the British, the Australians, and the New 
Zealanders did not lower the price on wool even though they reduced 
the tariff on wool. At Geneva, the British would not conclude an 
agreement with us until we had settled the wool tariff question and 
we lowered the tariff on wool, and the price of wool not only did not 
go lower, but it has gone up steadily; so that the people in the United 
States, as vou have just indicated, are having to pay a higher price for 
wool. The price of wool continues to go up, and the difficulty is that 
the tariff that we are charging has added to the profit column of the 
foreign producers. 

Mr. Reed, on that general subject, and in answer to your original 
question, if it were true that the United States would do better to buy 
goods from that area of the world where they can produce them the 
cheapest-—-and they are the competitive goods, which we are producing 
in the United States and on which we have tariff protection—there 
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would be very few such commodities left to produce in the United 
States. 

The very fact of the presence of tariff protection indicates that those 
goods can be produced cheaper elsewhere, else there would be no need 
for the tariff. 

Now in that connection we have begun, in the league, to be increas- 
ingly interested in the foreign wage gap. We have heard a lot of talk 
and conversation and studies and quorums on the subject of the foreign 
trade gap, which usually means the dollar gap in the foreign trade 
balance, but that gap has become academic now. It was closed in 
August of last vear. It was opened again by December, to some ex- 
tent, but during this rearmament condition of the Western World 
the foreign trade gap has become academic. 

But in the league we believe the foreign wage gap is very umportant, 
so we have made a study of it in connection with the trade agreements, 
and, with the permission of the chairman, I would like to insert that 
in the record. 

Mr. Reep. 1 would like to have that, because of a study I am 
making myself and I think it is important that we should know 
about it. 

Mr. Coorer. Without objection it will be made a part of the record. 

(The statement referred to follows:) 


Waar Anout THE Wace Gap? 


Until now the chief postwar, international, economic problem has been the 
so-called trade gap. In its popularization, the gap sometimes has been repre- 
sented as the excess of our exports over our imports, dollarwise; sometimes a- 
the amount, in the international balance of payments account, by which we have 
made up the dollar deficit of foreign countries by grants or loans abroad. 

Now the gap, however defined, is in the process of closing itself, chieily throug! 
the tapering off of Economic Cooperation Administration funds and the resultant 
restriction of the ability of foreign countries to obtain more from us than they can 
earn; partly by an increase in offsetting dollar expenditures abroad, such as 
those of United States tourists; and, to some degree, by the increase in our imports 
of foreign goods, dollarwise. 

While the trade gap is closing, another, less widely understood gap continues. 
That is the differential between the United States and foreign wage levels Phis 
wage gap has been with us ever since the United States began to forge ahead of 
other countries in the scale of material standards of living. The problem of the 
wage gap is more serious at some times than at others. It appears to be heading 
for an acute stage now. ‘The trade gap and the wage gap happen to be inter- 
related and a common element in both is the tariff. 

It was for the avowed purpose of solving the trade gap that the ECA and the 
United States State Department in 1949 and early 1950, set in motion a vast 
public campaign aimed at increasing imports by drastically reducing tariffs. 
The method by which reductions were to be made was another multilateral 
round of tariff-bargaining, this time at Torquay, England. There were issued 
extensive preliminary lists of commodities on which the United States was prepared 
to negotiate duty reductions, on may items for the second or third tim 

Despite the rapid narrowing of the trade gap in the first three quarters of 1950; 
desp.t* the Korean crisis, which dictated safeguarding rather than jeopardizing 
tariff-affected industries; despite indifference on the part of foreign nations; 
despite protests of Senators, Congressmen, State officials and industry, the 
plans for Torquay were carried through and the conference opened on schedule, 
September 28, 1950. 

The American industries, with products on the bargaining lists, presented 
their cases to the Committee for Reeiprocity Information, which acts as an 
information collecting unit in the preparatory stage before tariff conferences 
and is, at all other times, the Interdepartmental Trade Agreements Committee 
which decides on what rate reductions are to be negotiated and then direets tie 
negotiating. 
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The league staff has examined many briefs and arguments made by its indus- 
try members before CRI. One consistent thread runs through these carefully 
documented statements, and that is, the wage gap between United States and 
foreign countries dictates the continuance of a tariff that will offset the differ- 
ential to the extent necessary to preserve competitive conditions in the United 
States market for foreign and domestic producer alike. Another point often 
reiterated by these domestic producers is that labor cost is a major element of 
total cost in their operations. Sometimes it runs as high as 70 percent. Indeed, 
this greater-than-average labor cost content in the total cost of production is 
what frequently distinguishes industries that depend on a tariff, and those which 
may safely operate without one. 

The briefs examined cited as documentation actual wage data for comparable 
production operations in foreign countries and in the United States industries 
concerned. Much of these data were obtained through private channels and the 
question naturally arises whether they reflect official figures on the over-all 
wage gap. 

To resolve this question the league has attempted to compare the data with 
the latest United Nations figures available to it. The comparison is admittedly 
rough and approximate, due to the scarcity of foreign wage figures, but, where 
comparisons are possible, the results indicate that the industry data can be relied 
upon to establish the general margins of the wage gaps between the United 
States and the foreign countries involved. No attempt is made to define “wages” 
so as to account for the presence or absence of employee benefits, etc., because of 
the prodigious research difficulties involved, and because, for the purposes of 
this analysis, rough figures are adequate to set forth the scope and potentialities 
of the problem. 

Table I shows the wage gap in average hourly earnings in manufacturing opera- 
tions in the United States and certain foreign countries which have reported, to the 
UN, figures that lend themselves to comparison. They represent levels in the 
final quarter of 1949, after the devaluations of September 1949, and have been 
converted into dollar equivalents by means of pertinent post-devaluation conver- 
sion rates. 

The comparative United States and foreign wage figures cited in the CRI 
briefs examined, in general, support these figures, as revealed in table 

For example, the comparative wages in the United Kingdom and the United 
States, were cited on 15 commodities in the briefs examined, and the ratios were 
as low as 18 percent and as high as 37 percent, of United States wages. This range 
is to be compared with the over-all average of 28 percent noted in the UN figures. 

On half a dozen commodities produced in France the earnings ran from 14 to 51 
percent of United States earnings on similar commodities, which range is higher 
than the average 15 percent in the UN figures. It will be noted that the high 
figure of 51 percent, is well above the next highest figure, 26 percent. 

Five categories of commodities produced in Germany showed a range of earnings 
there from 19 to 53 percent of United States earnings on such goods. Again the 
high figure of 53 percent is considerably above average. If the next highest, 26 
percent, were used, the resultant range compares with the average of 21 percent in 
the UN figures. 

Another five items were produced in Japan at wage costs 6-9 percent of United 
States, a figure roughly equivalent to the 9 percent evolved from UN figures 
in table I on an 8-hour day basis. If the number of hours worked a day were 
greater, by one or two, as they might well be, the hourly earnings and percentage 
would, of course, be within the 6-9 percent range. 

From these samplings, which roughly approximate UN figures, it seems fair 
to conclude that the comparative wage scales shown in the CRI briefs reasonably 
reflect actual over-all conditions. 

Here are foreign earnings averaging from a few cents an hour in Japan, to 39 
cents and hour for the United Kingdom, and to 92 cents an hour for Canada, as 
compared with United States earnings of $1.41. These are the generally wide, 
and in some individual instances, overwhelming, wage gaps which American pro- 
ducers are attempting to overcome by means of ever greater productivity and 
with the help of an equalizing tariff. 

Unfortunately the American producer making a tariff-affected commodity can- 
not Overcome the wage gap by greater productivity alone, although he is con- 
stantly being told, by persons unmoved by his plight, that American ingenuity 
ean lick the world. 

When Mr. Paul Hoffman, at the time Economie Cooperation Administrator, 
was telling the Senate Foreign Relations Committee on February 22, 1950, about 
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ECA’s forthcoming import drive, he conceded the possibility that lowering tariffs 
might injure American producers. Upon questioning by Senator Henry Cabot 
Lodge (Republican from Massachussetts) according to the reporter's transcript, 
Mr. Hoffman said he thought American management had the ingenuity, given 
some time, to make the shifts it had io make, and that the American management 
that does not make those shifts would go out of business anyway. 

Senator Lodge replied that he did not ihink the power of the Government ought 
to be used to protect inefficient management, but, he reportedly said, the idea that 
we are for foreign trade and imports and ‘the Devil take the hindmost,”’ and never 
mind who we ruin, is not a sensible policy. Mr. Hoffman conceded it was not, 
but he reiterated his belief that American business could adjust to the change, 
although it might take time. ‘There was at least an implication in his subsequent 
remarks that some form of governmental assistance might be necessary in the 
transition period. 

This blithe confidence in the ability of any American producer to lick any 
challenge brings up the image of the groggy football team, with six touchdowns 
to overcome, listening to the coach’s exhortations, between the halves, to ‘“‘get 
in there and win.’”’ The appeal is long on emotion, but it convenicutly overlooks 
the realities of the situation. 

Just how much ingenuity will it take for an American textile manufacturer 
who pays his workers an average of $1.32 an hour to overcome the wage gap 
represented in an import from Japan where the same type of worker gets 10 cents 
an hour? Our textile productivity tops the world, yet how can we overcome 
even the wage gap in textiles imported from England where workers get 35 cents 
an hour? 

The answer, of course, is that no amount of ingenuity of itself can lick that 
situation, and the answer leads to the basic questions: Do we want to keep these 
industries that are being jeopardized by the wage gap and maintain diversity in 
the interest of a well-balanced national economy? Do we want to preserve such 
industries, which always turn out to be essential in time of national emergency, 
as a security measure? 

If the answer to either or both of these questions is “yes,” then the problem is 
simply how? Surely not by a subsidy, the idea of which is repellent to industry, 
which still believes in the competitive system. 

The charge has been thoughtlessiy made that tariff is a subsidy. Of course, 
that is not so. A subsidy assures individual companies of surviva! and profitable 
operation despite competition, domestic or foreign. The tariff, if properly set, 
merely preserves the competitive situation in the domestic market and lcaves the 
individual companies involved to make their own way against domestic and 
foreign competitors. A subsidy is an expenditure by government; a tariff is 
revenue paid to the government. 

In today’s welter of foreign restrictions to trade—quotas, blocked exchanges, 
state trading devices, ete.—-the tariff stands in bold relief as the mildest and 
fairest regulatory measure in the conduct of international trade. 

So long as the wage gap exists, regulatory measures are necessary to safeguard 
vulnerable industries in the United States. That is why the industries which 
presented their cases to CRI had reason to be apprehensive over the expressed 
intention of our Government to pare tariffs to the bone. 


Tasie I.—Comparative hourly earnings of employees in manufacturing for certain 
foreign countries and the United States—/ast quarter, 1949 (converted into dollars) 


Percentage 


. Hourly : 
Country : “ rl of United 
irruings tne 
States 
United States $1.41 100 
Canada #2 6 
Australis 5 . ant . ‘ ‘ 43 
United Kingdom : - : 2s 
Germany. au 21 
France 15 
Japan. a 
1 Computed on basis of 8-hour day, from reported daily earnings of $0.97. 
Source: Monthly Bulletin of Statistics, Statistical Office of United Nations (data bascd on International 


Labor Office information). 


78354—51——-19 








284 


EXTENSION OF REIC 


IPROCAL TRADE AGREEMENTS ACT 


TaBLe II.—Hourly wage rates applicable to production in United States and foreign 
countries, selected from briefs submitted by industry members of the American Tariff 
League before CRI, 1950 
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Mr. Rose. In connection with that study I would like to cite one 
or two examples. One is quite vivid; it shows the fallacy of assum- 
ing benefits from all of the grants-in-aid, for reconstruction, the 
ECA and the Marshall plan and the rest of the methods of exporting 
dollars to help people raise their standard of living. It is a fallacy 
to assume that those programs are having the effect of closing the 
gap between foreign wages and competitive wages in the same 
industry in the United States. 

Mr. Rose. I happen to be employed in the rayon industry. Our 
company was founded in the United States, the first in the rayon 
industry in the United States, in 1910. It was founded by an English 
company. It is no longer English connected, but the technology of 
the industry was established here from England. 

Now, England is not an underdeveloped country. We consider 
England to be as thoroughly industrialized as any country outside of 
the United States, but here is the wage level in our rayon industry in 
the United States, compared with that in England. 

In the last week in October 1949, for example, according to the 
figures of the British Ministry of Labor, workers in the rayon-produc- 
ing industry in Great Britain received an average of 124 shillings, or 
$17.36. That was for the entire week, and that was the average of all 
of the hourly workers in the entire rayon producing industry in Great 
Britain. 

That figure compares with average wages in the industry here 
during the last half of 1950, of $1.44 per hour, $11.52 per 8-hour day, 
or $57.60 per week of 40 hours, over three times as much as the 
British wages. 

In Japan, the wages in the same industry are about one-tenth of 
those in the United States, and in India where the first rayon plant 
went into production within the past few months, the average wages 
are one-seventeenth of those in the United States. Indian industrial 
wages are going to make Japanese wages look like a high standard of 
living as they build up their industry. 

Now, that is the wage gap as it exists in recent months or currently, 
It has not closed in respect to England or Japan since the war ended. 

Mr. Reep. May | interrupt you right there, Mr. Rose. I am sorry 
to do it, but I really want to get some specific information. Insofar as 
ECA, or the Marshall plan aid, or all of these aids to various areas are 
concerned, there is quite a large proportion of that money in the re- 
habilitation category which is used to improve their industries over 
there, their technology and their facilities, is there not? 

Mr. Rose. Not only to improve their technology, Mr. Reed, but 
actually to build industries. 

For example, right now one of the current serious problems in Eng- 
land is that under ECA we gave them dollars to build sulfuric-acid 
plants, technologically dependent on raw sulfur, not sulfur made from 
pyrites. 

Currently there is not enough raw sulfur to go around, and Great 
Britain is having to reduce production and put on Government allot- 
ment the sulfur used in Great Britain, and they are having to start 
from scratch to build sulfuric-acid plants, sulfur made from pyrites, 
instead of raw sulfur, and they have had to curtail all of their indus- 
tries, including rayon, which is why I happen to know of that particu- 
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lar item, until they can build up plants on a different basis, but we put 
them on that system on ECA At oon 

Mr. Reep. What I want to get at is that we build up their factories 
so that they are a little more efficient there and at the same time the 
workers are not receiving wages correspondingly, is that right? 

Mr. Rose. Yes; that is right. 

Mr. Reep. So that it still puts us at a disadvantage in competing 
with them? 

Mr. Rose. Yes; the gap that I just cited in the rayon industry. 

I would like to cite one more example. It is not only equally vivid, 
it is more dramatic, because the gap is definitely widening. 

I do not see the National Association of Wool Manufacturers listed 
to appear here, but I asked that association about the relative wage 
gap between the wool industries in the United States and Great Brit- 
ain, where the keenest competition is, and they gave me a chart which 
they have prepared, supported by a table of figures from which the 
chart was drawn, and, with your permission, I would like to put them 
in the record at this point. 

Mr. Cooper. Without objection they may be included in the record. 

(The matter referred to is as follows:) 


Average hourlu earnings in England and United States wool tertiles 

















“i 
| Exchange | England United | Differ- 
As of October— rate —— en 6iebes ence 

| (pound) Pence Cents (cents) | (cents) 
WOU, .cticnssnncnncstugoniectiiahdiotads | $4.44 10.4 | 19 | 47 28 
DT caksh cpahancentesbdetabanecittsbaiaiendaat | 4. 52 10. 2 jee eae 
| SEAR RR ta Ee FU 4.49 10.3 19 | 53 34 
1925 4.84/ 10.3 | Pat Te 
1926 4.85 | 10.5 21 49 | 23 
1927... 4.87 | 10.2 | Sf... (See 
1928 4.85 10.5 | 21 | 51 | 30 
1929 4. 87 | 10.5 | 21 j--. = 
1930 3. 86 | 9.9 20 46 | 26 
1931 3.89 | 9.4 15 | mere = : 
1932 3.40 9.1 13 32 | 19 
1933 4. 67 | 9.2 | 18 | 49 | 31 
1034 4.94 | 9.2 19 | 50 | 31 
15 4.91 | 0.3 | 19 | 49 | 30 
1uaH | 4.90 | 10.0 20 | 49 | 2 
1987 4.96 | 9.9 | 20 | 59 | 39 
1438 4.77 10.2 | 20 | 53 33 
1989 4.01 | 2.0 20 | 52 32 
1940 4.03 | 13.8 | 23 | 57 | 34 
1M41 4.03 | 14.9 | 25 69 | 4 
1942 4.04 | 16.1 | 27 78 51 
1943 | 4.04 | 16.1 | 27 &2 55 
144 4.04 17.5 | 0 85 | 56 
1945 4.03 18. | 30 | 8S | 58 
194f 4.03 | 21.6 36 | 104 | 68 
1947 4.03 | 23.8 40 | 118 | 78 
1948... 4.03 | 26.0 44 132 | SS 
1949... - ‘ . | 2.80 | 28. 4 | 33 134 101 
ee Shao hataets ‘ k 290 t...... ial 33 144 | lil 








Prepared by: National Association of Wool Manufacturers. 


Mr. Rose. This chart, which I am holding before you here, shows 
the gap in wages between the United States and Great Britain in the 
wool industries, and you can see that the gap is increasing all of the 
time. This chart starts in 1932 when in the United States the hourly 
wage earners in all the wool industries earned 19 cents more than in 
Great Britain, and the gap widens at various stages until now in 
1950, just ended, the gap had risen from 19 cents to $1.11. That is 
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what the average wage earner in the wool industries in the United 
States is receiving over and above the equivalent workers in Great 
Britain. 

If that picture is kept in mind and verified from similar statistics, 
which can be produced on other industries, you can see why we have 
the tariff, why tariff protection is needed to continue, and what the 
threat is when under the Trade Agreements Act that protection is 
reduced, or when it is reduced by any other measure. 

Mr. Reep. The two great segments that are affected by this 
cheaper cost of production abroad are, of course, the workers in this 
country and the consumers, and the consumers should see the picture 
as it really is, is that correct? 

Mr. Rose. That is right, both the workers and the general con- 
sumers in the United States need protection through tariff. I ex- 
plained on your previous question what it meant to the consumer to 
prevent monopoly from being brought in, and also what it meant to 
the workers employed here. 

Mr. Reep. Now, with the ECA aid and various other aids amount- 
ing to $30,000,000,000 all told since the close of the war to rehabilitate 
these people abroad, so far as building up their factories is concerned, 
it makes it even more imperative that we begin to look into this thing 
from the point of view of protecting ourselves from the inroads of 
imports into this country? 

Mr. Roser. Yes, sir; that is right. 

Mr. Reep. Do you wish to make a further statement, Mr. Rose? 

Mr. Rose. If I may, I was just going to add that this was confirmed 
by your last statement, which has a bearing on the proposals made in 
my prepared statement. 

It seems to me that the only practical way in which our State 
Department can take part in foreign negotiations and agreements 
involving tariffs is to form a closer relationship and maintain a closer 
relationship with the producers who are concerned. 

Now, there is a great deal of misinformation which is being given to 
the public in that connection, and, if I may, I would like to read a 
quotation from the report of Mr. Michael Hoffman, to the New York 
Times, from Torquay, England, under date of September 27, 1950. 
That was the day before the Torquay Conference opened, and in one 
paragraph he says as follows: 

Despite Czechoslovakia’s presence as the lone representative of the Communist 
world, this conference is dominated by, and for practical purposes confined to, 
the trade problems of countries where private business remains the principal 
means of carrving on trade. Manv representatives of business organizations are 
present as unofficial advisers to delegations. 

Now, the New York Times has wide readership, and the reader of 
that paragraph would believe that certainly the American delegation 
has business advisers at their elbows at Torquay to help to conduct 
these negotiations. So far as the United States is concerned, not 
only are business advisers not invited to go along, they are absolutely 
forbidden, and we are the only Nation represented at Torquay, 
Annecy, or Geneva where that is the situation, so far as I know. 

Mr. Reep. That was true, of course, in Geneva. Businessmen 
went over there, and by no stretch of the imagination did they have 
any access to the proceedings that were going on involving tariffs 
affecting them. 














ad 
at 


ve 
ié 
1S 


lt 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 289 


Mr. Ross. That is right, but I cannot believe that a man like 
Michael Hoffman, who has been reporting these conferences for the 
New York Times for some time, let that statement go by in innocence. 
It seems to me to be very misleading, and published to create a 
misunderstanding of the relationships between our own State Depart- 
ment and the producers of this country concerned in those negotia- 
tions. 

Mr. Reep. That is on a par with all of the statements and propa- 
ganda that goes out from the State Department saying that the 
Tariff Commission, with all of its information, is represented in these 
proceedings as such, which misleads the public to believe that it is. 
it is not the Tariff Commission as the propaganda would lead the 
public to believe, but individuals. 

Mr. Foranp. Mr. Chairman. 

Mr. Coorrr. The gentleman from Rhode Island, Mr. Forand, will 
inquire. 

Mr. Foranp. Mr. Rose, I was interested when you made the poiat 
as to the differential in wages in this country compared to other 
countries on the several items vou have mentioned. I am wondering 
if you could furnish the committee with information on the cost per 
unit of those same items as manufactured here and as manufactured 
abroad. 

Mr. Rose. I took the wages of the whole industry. In the rayon 
industry it would be everything that they produce in all types of yarn 
and fiber, since I am familiar with that particular industry. Now, 
that is quite a complicated question to say what is the unit cost on 
each product produced. 

Mr. Foranp. I| think that is a fair approach if you are going to 
figure on the comparative hourly wages between one country and 
another. I am very much interested in getting the unit cost of 
articles produced. I confess that I have asked this question pre- 
viously in hearings on this subject, and to this date no one has been 
willing or able to furnish me with that information, and to me that 
is vital. 

Mr. Rose. What do you mean by unit cost? 

Mr. Foranp. Take any item brought into this country from 
abroad. We know that the workers in foreign countries do not 
produce as much per hour as do the people in our country, and you 
are talking here about the wage rate. If you are going to manu- 
facture an automobile in this country, and manufacture an auto- 
mobile in a foreign country, or anything else, I would like to know 
how much it cost to manufacture that on the unit basis, not the 
number of hours it has taken to produce it, but how much it has cost 
to produce the individual unit. 

Mr. Rose. That, of course, is known in each of the respective 
industries. I doubt that you could expect any industry to come 
before you, an industry which is in competition with the world, and 
lay its costs down on the table. 

Mr. Foranp. If it is not fair for us to expect that information, it 
is not fair for them to expect us to deal in generalities. We have to 
know the facts and the unit costs. 

Mr. Ross. I am dealing in totals on the assumption that it may be 
enough, that it would solve the problem for you. 
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Mr. Foranp. No; I am looking for the unit costs, and I do not 
want from you the same answer that I usually get from all industry 
on that question. 

Mr. Rose. If you want to know the unit costs in the rayon industry 
I will give them to you, but I am not prepared to put them in this 
record. 

Mr. Foranp. You are putting everything else on the record; I am 
asking for them for the record. 

Mr. Rose. | am not representing the rayon industry here. I cited 
them as an example, and gave published figures, published by the 
Board of Labor Statistics, and by the British Ministry of Labor, but 
if you want confidential figures | will give them to you in executive 
session. 

Mr. Foranp. I do not want confidential figures. We are dealing 
here with things which are public. You mentioned the comparative 
wage rates, and I say to you, all right, produce the comparative 
unit cost rates. 

Mr. Rose. You are getting at the point of productivity, that is, 
I believe, how much does a wage earner produce. 

Mr. Foranp. How much does it cost to produce a unit in this 
country, and how much does it cost to produce a similar unit in 
another country? 

Mr. Rose. In the rayon industry it costs more to produce it here, 
and in our wool industry it costs more. Those are the two industries 
I gave as examples, and the proof of that is that they are under a 
tariff and yet the British are still shipping both commodities into this 
country in considerable quantities. 

Mr. Foranp. Well, I see that | am not going to get my answer, so 
I thank you anyway. 

Mr. Jenkins. Mr. Chairman. 

Mr. Coorer. The gentleman from Ohio, Mr. Jenkins, will inquire. 

Mr. Jenkins. In line with the questions asked by Mr. Forand I 
want to say that this morning the man who testified about watches 
and the units in the works of watches gave the price of units both in 
foreign countries and in our country, and he was very specific about it 
in every detail, and his whole statement was based on the price of the 
unit, as | understand it. 

Now, there is just one question that I want to ask you, Mr. Rose. 

A while ago when you finished your general statement you said your 
organization had made a study of what might develop and what could 
be expected if these agreements were not continued, and you passed 
those statements up to the clerk. Would it be possible for you to get 
us copies of those statements? If the statements just go to the clerk 
we will not see them until they are printed. Could you get us copies 
of them? 

Mr. Roser. Yes, we will make copies for all the members of the 
committee. 

Mr. Jenkins. Yes, for every member of the committee. 

Mr. Miuus. Are there any other questions? 

Mr. Simpson. Yes. 

Mr. Mitus. Mr. Simpson will inquire. 

Mr. Simpson. Who represents the United States in meetings such 
as the one at Torquay? 
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Mr. Rose. Of the approximately 100 delegates representing the 
United States in those negotiations they are all selected from Govern- 
ment, from various departments and branches of the Government. 
I know of one man, for instance, who had finished a tour of duty in 
the Embassy at. Portugal, and was going home on leave, and was 
diverted to Torquay as a delegate of the United States, and he makes 
no pretense of knowing anything about business at all. 

Mr. Simpson. Are they a group of businessmen or former business- 
men or not? 

Mr. Rose. There may be some among them, but I do not know. 

The only concrete information I have been able to get out of Tor- 
quay from any source involved a Cuban delegate who happened to 
be the man who built the Burlington Mills in Cuba which they sold 
after they found it impossible to get assistance from the State Depart- 
ment to help them do business in Cuba. The Burlington Mills sold 
the mills to this man, and he is a very suave diplomat as well as 
businessman, and he got himself appointed as a delegate at Torquay 
and I understand that he is about to convince even the American 
delegates that we should permit him to raise the tariff on all of the 
roods which he will make in his mills and enable him to enjoy the 
evel of profit to which he would like to become accustomed. 

Mr. Stmpson. Well, did you learn that they are running into 
difficulties at Torquay with respect to some items made in certain 
countries as the result of American money having built up the factories 
in those countries where they are now producing articles in them, and 
where they will not make cuts in those articles that they make abroad 
and which formerly each imported from this country? 

Mr. Rosr. I have no doubt that there would be a good many 
tough situations of that kind that our delegates will be up against 
where we have actually taken part in the official establishment of 
plants in countries which they will insist on protecting through some 
measure, and these countries have various means of protecting their 
industry. 

Mr. Stmpson. Well, of course, one factor that has influenced us 
greatly here has been the word of the Department of State that we 
are creating and building friendship amongst other nations of the 
world and that parties to the agreement would help us keep out of 
war and induce the other countries to work along with us on interna- 
tional matters, and so forth. On that point current conditions seem 
to indicate that we are just as far apart as we have ever been. One 
of the reasons probably is because we have failed utterly to remove 
barriers. You made the statement that there are more barriers today, 
I think, than there were at the time we started the reciprocal trade 
agreement program. 

Mr. Rose. That is right, not only more barriers, but there are more 
types of barriers. 

I ran into one last year which to me was a new type of barrier or 
discrimination in Europe. I found this to be a general practice, not 
in one country or in the case of one commodity, when I happened 
first to run into it, that an European producer would sell to his cus- 
tomers either in his own country or elsewhere in the world, a com- 
modity at a price subject to a considerable rebate at the end of the 
vear, provided that he had not bought during that year any of the 
same commodity from the United States. 
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Mr. Simpson. Does it look to you at all as though the reciprocal 
trade agreement program, as administered, is bringing about a fast 
revival of nationalism within these countries to protect their own 
industries? 

Mr. Rose. That is going on all around us, whether we like it or not. 

For example, | can answer that by giving you an article from the 
Daily News Record of the 23d of January, 1951, which reports on the 
Commonwealth Trade Agreement, and the Union of South Africa is 
an important part of the Commonwealth, and is quite interested to 
know what would be the effect on their trade. 

To show the interest that each nation has in its own trade and to 
show how they intend to protect their trade, | would like to read two 
excerpts from this article. It says: 

“The new commonwealth trade agreement, covering 92,000,000 
pounds of orders.”” See how specifically they deal in trade. They 
are not talking about reducing barriers when they talk about a trade 
agreement. The new commonwealth trade agreement deals specili- 
cally with 92,000,000 pounds of orders in Johannesburg. It says 
further that this agreement “will result in special protective duties 
being imposed on certain articles imported from Japan.”’ 

That is just one example of the outcome of a conference that has 
just been going on. This is the way other nations are trying to 
take care of their trade, in addition to raising some tariffs to protect 
their industries. They are opening up South Africa to more trade 
with Japan, and the article goes on to say: 

Now the ports are about to be opened to Japanese ships bringing cargo for this 
country and taking cargo away. 

That is now—since the war. Furthermore it states: 

It has been stated in Japan that™the’services will"be operated in conjunction 

with those of the Dodero Line—theJArgentine State line—which began an Argen- 
tine-Durban-Japan service this year. 
So, there is Argentina and Japan getting together on shipping services 
to open up trade with South Africa, and even though we have control 
in Japan through SCAP, South Africa is raising its tariffs to protect 
their production and encouraging the Japanese not only to sell more 
goods to them that are needed in South Africa, but even to haul the 
goods in their own bottoms. 

Mr. Stupson. In making those agreements between two countries 
is there any violation of the wording of the reciprocal trade contracts, 
or a violation of the intent of those reciprocal trade agreements? 

Mr. Rose. The commonwealth is one of the regions which Winston 
Churchill protected in the Atlantic Charter, point 4, when he said, in 
effect, that after due consideration of existing obligations, the British 
Commonwealth has traditionally considered, and still considers, that 
it has an obligation to the members of the Commonwealth, and the 
real international worry over the trade-agreements program of the 
United States has been between that concept and our concept. The 
British are not going to give up preference or anything else and 
break up their Empire just to appease the United States idea under 
the trade-agreements program. 

Mr. Simpson. Well, the rest of the world would frown on us if we 
were to begin making individual contracts with other countries; 
would it not? 
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Mr. Roseg. They would probably welcome us into the club. 

Mr. Stmpson. Thank you, sir. 

Mr. Cooper. Are there any further questions? 

Mr. Curtis. Yes, Mr. Chairman. 

Mr. Cooper. Mr. Curtis of Nebraska will inquire. 

Mr. Curtis. I am interested in what Mr. Forand said about unit 
costs. Unless an industry chose to divulge its unit costs it would call 
for an extensive and expensive study and investigation on the part 
of the Government to establish them, would it not? 

Mr. Rosse. Why, yes; it is a very expensive operation in any large 
producing company to maintain cost accounting on all of the different 
commodities. 

Mr. Curtis. Do you know of any foreign country that would 
ermit the American Government to investigate unit costs in their 
usinesses? 

Mr. Rose. No. If the business is nationalized, why, the Govern- 

ment conceivably would have means of knowing what the costs are. 

Mr. Curtis. But do you know of any foreign country that would 
permit our Government to go into that foreign country and conduct 
investigations of unit costs? 

Mr. Rosr. No, not unless they let us have them as a condition to 
getting more aid from us, but I do not know of any that would go into 
private industry and develop them. 

Mr. Curtis. In reference to the wages paid here and abroad, the 
way those unit costs would be established would be on the basis of the 
labor cost involved in producing the unit—— 

Mr. Rose (interposing): Well, there is no great mystery behind the 
question that Mr. Forand asked. The chairman told me that the 
time would be limited in this hearing. We could discuss the main 
factors that he wants, and we could do it after this hearing, and aside 
from it, but it seems to me that he is trying to point up, or ask, an 
irrelevant question. We are giving information on factors that affeet 
competition between countries, and that was the subject we were 
discussing. When you get into these ¢ omplexities, if you had to study 
the complete costs of all products made by one industry here, say, 
the wool industry, you would not have time to study it to see what it 
meant, if 1 may say so in all due respect. 

Mr. Curtis. Does any other country have trade agreements like 
those that we have? 

Mr. Rose. Our term “trade agreements’ means reductions of 
tariff. 

Mr. Curtis. And a delegation of authority to the Executive? 

Mr. Ross. To reduce the tariffs; yes, sir. 

Mr. Curtis. Without legislative approval afterwards; is that right? 

Mr. Rose. That is right. 

Mr. Curtis. Does any other country have such a system? 

Mr. Rose. Not that I know of. In other countries, the tariffs that 
are reduced under our trade-agreements program are ‘provide ‘d for in 
different ways, but most of them have to go back to their government 
for approval after a tentative signature to the agreement has been 
made in the conference. 

Mr. Curtis. That is all. 

Mr. Coorer. Mr. Martin of Iowa will inquire. 
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Mr. Martin. I was interested in your reference to the wool situa- 
tion a few minutes ago and the action taken at Geneva in 1947. What 
was the specific action on wool? 

Mr. Rose. Mr. Martin, I am not representing the wool industry 
specifically and I am not prepared to testify on their rates of duty 
and how much the tariff was reduced. I am speaking from a general 
understanding. I did not see the wool industry represented at the 
hearings here, but I understand that the National Association of Wool 
Manufacturers will at least file a brief and Mr. Byron Wilson of the 
Wool Growers could also tell you about the raw-wool situation. But 
the general action that I testified to was all in the public prints, and 
I do not know offhand what the actual reduction in rates was. 

Mr. Martin. Approximately 25 percent, I understand. Now, 
referring to your description of the action taken by the British Empire 
wool producers in not reducing the price of wool, you will agree with 
me that the reduction in the wool tariff on our part amounted virtually 
to a bonus to British producers of wool? 

Mr. Ross. Yes, sir; but not only that—or looking at it in another 
way, it would be an exportation of dollars, a transfer of dollars which 
we would collect in the form of duty on imported wool, over to the 
profit column of the wool producers, because they paid that much less 
tariff. 

Mr. Martin. That is my interpretation of the effect of the action 
taken at Geneva on wool and I was interested if you agreed with me 
on it. 

Mr. Roser. It is not generally understood, even in official circles 
and certainly not by the public, that at least in half the cases the 
tariff is absorbed by the foreign producer or exporter. The general 
assumption by proponents of the Trade Agreements Act and the 
crusading economists and the social groups who talk on this subject 
is that the tariff is a sales tax on all imported goods and that it increases 
the price to the consumer. That just is not so. It is not an easy 
thing to answer because thousands upon thousands of commodities 
are involved. But a study has been made by our league and in 
general on about half of the commodities imported into this country, 
the duty is absorbed either by the producer, or the shipper, or the 
importer. 

Mr. Martin. I put in the record yesterday—and I will not repeat 
that information here now, as it is in yesterday’s hearings—a statement 
showing the current situation in regard to the prosperity that has 
come to South African wool producers and Australian wool producers, 
and also the fact that our own sheep population has been so reduced 
that it now stands at the lowest point since the industry was first 
started at the close of the Civil War. 

With the tremendous reduction and present record low number of 
sheep in the United States, clearly our wool producers are not in a 
position to come into the present war market in wool and, as you know, 
the price of wool has jumped from $1.99 in June to a little over $4 last 
Thursday. That is quite an increase in price and it means that those 
areas of the world where they are now in a position to furnish the wool 
are going to get a considerable bonus. That, however, does not build 
our own defense self-sufficiency unless we acquire a tremendous 
stockpile of wool at very high cost. 
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In connection with that, I want to present for the record President 
Truman’s statement of July 23, 1946, when he approved S. 752, 
which on that date became Public Law 520 of the Seventy-ninth 
Congress; that is the stockpile law, with which I wrestled for some 
years on the Military Affairs Committee. I am going to ask that the 
entire statement of President Truman be included in the record at 
this point. Without reading the whole statement at this time, I 
would like to emphasize one or two points. 

(Mr. Martin read from the statement referred to, which is inserted 
below: ) 

Mr. Martin. The President’s statement in signing Public Law 520 
illustrates to me reticence to recognize the importance of preserving 
domestic production and self-sufficiency for national defense. ‘This 
statement by President Truman indicates his placing the volume of 
foreign trade above our domestic production and self-sufficiency in 
strategic and critical materials. It is very timely that we have it 
included in the record at this point. 

Mr. Coorrr. Without objection, it will be included in the record 
at this point. 

(The statement is as follows:) 


{Immediate release, July 23, 1946] 
STATEMENT BY THE PRESIDENT IN APPROVING 8. 752 


I have today signed the Strategic and Critical Materials Stockpiling Act be- 
cause it is important to the national interest that this Government have the 
power to acquire stockpiles. 

It is only because of the overriding importance of this purpose that I am able 
to overcome my reluctance to signing a bill which reaffirms the application to 
stockpile purchases of the provisions of title III of the act of March 3, 1933 (47 
Stat. 1520), known as the Buy American Act. Those provisions will not only 
materially increase the cost of the proposed stockpiles but will tend to defeat 
the conservation and strategic objectives of the bill by further depleting our 
already inadequate underground reserves of strategic materials. Furthermore, 
there can be a serious conflict between those provisions and the foreign economic 
policy which this Government is actively pursuing. It also seems to me that the 
application of the Buy American Act may frequently hamper the effective achieve- 
ment of the essential purpose of the legislation, which is to enlarge the stock of 
vital raw materials available within our borders in time of possible emergency. 

The Buy American Act requires that only articles produced or manufactured 
from materials originating in the United States shall be purchased for public use. 
However, the act also provides that exceptions to this rule may be made when 
buy-American purchases are determined ‘‘to be inconsistent with the public in- 
terest or the cost to be unreasonable.’’ This provision clearly indicates that the 
stockpiling program should not be used as a means of generally subsidizing those 
domestic producers who otherwise could not compete successfully with other do- 
mestie or foreign producers. Furthermore, to insure that the necessary stock- 
piles are accumulated as rapidly as deemed advisable and with a minimum cost. 
to the public, this act should not be used as a device to give domestic interests an 
advantage over foreign producers of strategic materials greater than that pro- 
vided by the tariff laws. 

It is the policy of this Government to work for international action to reduce 
trade barriers. We have proposed to other countries a set of principles govern- 
ing trade, and look forward to the successful conclusion of broad international 
arrangements embodying the essential principles of these proposals. Pending the 
conclusion of such arrangements, it is the policy of this Government to avoid tak- 
ing measures that will raise barriers to trade or prejudice the objectives of the 
forthcoming discussions. We are asking other countries to follow similar policies. 

The United States is opposed to governmental policies fostering autarchy, for 
itself as well as for others. Encouragement of uneconomic domestic production 
and unjustified preferential treatment of domestic producers destroys trade and 
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so undermines our national economic strength. <A large volume of soundly based 
international trade is essential if we are to achieve prosperity in the United States, 
build a durable structure of world economy, and attain our goal of world peace 
and security. 

Mr. Martin. That is all. 

Mr. Enernarrer. Mr. Rose, did I understand you to say that even 
if we did obtain unit costs of various items that other countries wanted 
to import into this country, it would not do us any good because there 
would be so many of them we would not have time to study them? 

Mr. Rose. Yes; that is my position. That is because of the fact 
that the unit cost of one commodity among other things depends upon 
what other commodities are produced in the same factory where that 
one is produced at the same time. The unit cost of one commodity 
changes from day to day, from week to week, according to the counts 
of yarn or other types of goods that are being woven, or the size of the 
rayon thread that is being spun. 

In our industry we are constantly faced with the problem of trying 
to learn, and keep up with, the unit cost of production for the conduct 
of our own business, because of that very variable. And it varies all 
the time. 

But I submit, and quite sincerely, that what you are interested in 
here is the over-all figures. That is, what is the over-all competitive 
position, as to one country against the United States. How much 
lower costs do they have that enable them to take over this market 
without some protection? I think that is the real question. 

I understood Mr. Forand’s question to be based on the fact that 
wages, as such, are not the final answer. I did not offer the average 
wages cited as being the final competitive position of England versus 
the United States. We know, for instance, in the textile industry 
there have been considerable studies made by the Anglo-American 
productivity missions over here, who have combed our textile industry 
to find out the differences between our costs and theirs, and those 
studies have indicated that the productivity of the English worker 
is well below that of the United States worker in the textile industry. 
I believe that is the point that Mr. Forand was getting at. That 
fact is known. Figures have been published on it. But when you 
have an over-all wage of one-third of what it is in the United States 
or one-tenth, as in Japan, against the rayon industry in the United 
States, you do not have to dig very far into the productivity per 
worker, or the element of labor in the cost of one unit of production, 
to discover that they have a decided competitive advantage and that 
there is a wage gap. I was talking to the concept of the foreign wage 
gap which does exist. 

The league would be delighted to supplement this idea with you 
gentlemen by making further studies and putting before you such 
concrete information as we can. 

Mr. Enernarrer. Thank you very much, Mr. Rose; I think I 
understand you. Wages, of course, are only one of the many factors 
in determining costs. 

Mr. Rose. That is right. 

Mr. Erernartrer. There is a multitude of factors. 

Mr. Rose. That is right. 
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Mr. Enernarter. And it would be a monumental task for this 
committee or any commission set up by this committee to arrive at 
what it cost per unit for the very many items that other countries 
want to import into the United States. 

Mr. Rose. Yes. 

Mr. Erernarter. | think that is what you maintain; is it not? 

Mr. Rose. That is right. 

Mr. Esernarrer. If that be true, Mr. Rose, how would it be 
possible for this committee to examine the entire range of all the 
items that would be considered for the levying of a duty on them for 
import purposes? How could we ever find the time to go into that 
proposition, and go over item by item and fix a fair rate of import 
duty on each and ever v item? 

Mr. Rose. You should not be asked to do any such thing. 

Mr. Esernarrter. Isn't that the system they used to use in attempt- 
ing to fix a duty on each item? 

Mr. Rose. That is right. 

Mr. Esernarrer. And that is an impossible task, is it not? 

Mr. Rose. Up through the enactment of the Tariff Act of 1930; 
but this league is on record here during various of these extensions of 
the Trade Agreement Act and we have reiterated that we do not 
favor going back to that system. To the contrary, in our proposals 
today and previously we have suggested that that can only be done 
adequately by a body such as the Tariff Commission, who are staffed 
to do the job and are making continuous studies of the commodities 
which have a protective tariif. 

Mr. Esernarrer. Certainly, Mr. Rose, a commission no matter 
how adequately it was staffed and no matter how fair it was, how 
unbiased or unprejudiced it was, or how little it was subject to in- 
fluence, if it had to submit its findings to the Congress for its approval, 
would find itself in the same position and we would {ind ourselves in 
the position that we were in of having to go over each and every item 
once again. That is my feeling about the matter. I just thought 
thought that 1 would bring it to the attention of the committee. 

Mr. Rost. May | ask you, sir, what difficulty does Congress have 
with the tariffs set by the Interstate Commerce Commission? Does 
it go into all of the intricate details of the cost of transportation in 
various industries in connection with these tariff rates set by the 
Interstate Commerce Commission? Does not that Commission act 
as a commission when it finds a new rate or a new zoning or a new 
classification? Does not that become law without you gentlemen 
having to go into all of the details concerning the coimmodities and 
their cost? 

Mr. Enernarrer. There is, in my opinion, a constitutional question 
involved. Of course, Mr. Rose . we could discuss this for many, 
many hours together, you and L, and probably neither one of us would 
change our mind. Thank you very much. 

Mr. Coorer. If there are no further questions, we thank you for 
your appearance and the information you have given the committee. 

The next witness on our calendar is Mr. O. R. Strackbein. Mr. 
Strackbein, please give your name and address and the capacity in 


which vou appear for the record. 
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STATEMENT OF O. R. STRACKBEIN, CHAIRMAN, NATIONAL LABOR- 
MANAGEMENT COUNCIL OF FOREIGN TRADE POLICY, WASH- 


INGTON, D. C. 


Mr. Srrackpern. My name is O. R. Strackbein, Washington, 
D. C.; 815 Fifteenth Street NW. I am chairman of the Labor- 
Management Council of Foreign Trade Policy and also executive 
secretary of America’s Wage Earners’ Protective Conference. 

With your permission, Mr. Chairman, I would be glad to put into 
the record the names of the organizations that compose both of these 


bodies. 
Mr. Cooper. Without objection, it is so ordered. 
(The list referred to is as follows:) 


MempBersuipe or THe Narionat LAsor-MANAaGemMeNT CouNnciIL ON ForEIGN 
Trave Po.icy 


Labor organizations: 
American Flint Glass Workers’ Union 
Atlantic Fishermen’s Union 
Seafarers’ International Union 
Fish Cannery Workers’ Union of the Pacific 
International Brotherhood of Bookbinders 
International Photo-Engravers’ Union of North America 
United Hat, Cap and Millinery Workers’ International Union 
International Council of Aluminum Workers’ Unions 
National Brotherhood of Operative Potiers 
United Cement, Lime, and Gypsum Workers’ Union 
International Chemical Workers’ Union 
National Match Workers’ Council 
Greenhouse Vegetable Workers’ Union 20557 
United Wallpaper Craftsmen and Workers’ Union of North America 
Management organizations: 
American Glassware Association 
National Association of Manufacturers of Pressed and Blown Glassware 
Scientific Apparatus Makers’ Association 
National Fisheries Institute: 
Gloucester Fisheries Association 
Massachusetts Fisheries Association 
Seafood Producers’ Association of New Bedford, Mass. 
California Fish Canners’ Association 
Book Manufacturers’ Institute, Inc. 
American Photo-Engravers’ Association 
The Hat Institute 
Wool Hat Manufacturers’ Association of America 
Reynolds Metals Co. 
United States Potters’ Association 
Vitrified China Association, Inc. 
Edgar Bros. Co. (kaolin) 
Manufacturing Chemists’ Association 
Synthetic Organic Chemical Manufacturers’ Association 
American match industry (no association) 
National Hot House Vegetable Grow®érs’ Association 
The Wall Paper Institute 
America’s Wage Earners’ Protective Conference is composed of the following 
national and international unions affiliated with the A, F. of L.: 


International Brotherhood of Bookbinders 

International Union of Operating Engineers 

International Photo-Engravers’ Union of North America 
Atlantic Fishermen’s Union 

Glass Bottle Blowers’ Association 

American Flint Glass Workers’ Union. 

Window Glass Cutters’ League of America 

United Hatters, Cap and Millinery Workers’ International Union 
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Brotherhood of Painters, Decorators and Paperhangers of America 
National Brotherhood of Operative Potters 
American Wire Weavers’ Protective Association 

Mr. Cooprer. You may proceed. 

Mr. Srracksern. The National Labor-Management Council on 
Foreign Trade Policy, of which I am chairman, was formed a year ago 
and is composed of both management and labor in some 14 or 15 
industries. I also speak for America’s W age Earners’ Protective 
Conference, which is composed exclusively of national and interna- 
tional unions affiliated with the American Federation of Labor. <A 
number of these unions are also members of the Labor-Management 
Council. 

Employment in the various industries which are represented either 
in the Labor-Management Council or in the Protective Conference or 
both is upward of a million. 

It is fair to say that the National Labor-Management Council was 
formed in response to the increasing threat and actuality of import 
ie A year or so ago the economy of this country was 
teetering on the brink of a depression. There was widespread appre- 
hension over the outlook. Foreign competition was beginning to bite 
deeply into this market and to threaten the very foundation of our 
high-price economy. 

That was the first time since 1934 that the trade-agreements pro- 
gram came to the verge of a real test. The occasion was and should 
have been an eye opener. The present hearing before this committee 
is the first in a series of five or six successive hearings since 1934 when 
it is possible to report on what lies behind the facade of the trade- 
agreements program. Hitherto, that is, during previous hearings, 
either a sufficient number of trade agreements had not been made, as 
in the hearings of 1937, or the world had moved into a war economy, 
as in 1940. Thereafter, once the Geneva multilateral agreement was 
signed, we were in a period of postwar prosperity when the accumu- 
lated unsatisfied demand of the war period carried the economy for- 
ward in a bounding seller’s market that lifted production in this 
country to record levels. 

Under such circumstances the domestic market readily absorbed all 
that our domestic producers could offer plus what could be imported, 
both at high prices. With some exceptions it would have made no 
difference if the tariff had been removed entirely. Domestic producers 
during that period were assured of a market for all that they could 
produce at prices that (1) enabled them to continue employment at an 
unusually high level at high wages, (2) permitted the making of 
unusually high profits which in turn yielded record tax revenues to the 
Government, and (3) sustained the high national income that was 
essential to meet the service on our unprecedented debt, defense out- 
lays, aid to veterans, and other expanded public obligations such as 
overseas aid. 

In 1949 production was catching up rapidly with consumption. 
The country was shifting from a seller’s to a buyer’s market. At the 
same time production in Europe and Japan was beginning to revive. 
Our prewar competitors began to ship again to Latin America and 
elsewhere in competition with our own exporters. The foreign markets 
that fell into our hands during the war as the other leading export 
nations, namely, Britain, Germany and Japan, vacated them, began 


78354 
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to shift back to their prewar sources of supply. This trend had the 
effect of shrinking our exports. Beyond the shadow of a doubt, the 
Marshall plan aid to Europe helped greatly to prevent an economic 
collapse in this country similar to the one that occurred in 1920, after 
World War I. 

Not only did the European export countries begin to reclaim their 
prewar markets in other parts of the world; they, together with Japan, 
began to increase their shipments to the U nited States. Our ec onomy 
therefore began to suffer from two prongs of foreign exports. One 
prong struck at us in foreign markets; the other, here at home. 

Now, it was to be expected that as the war-torn countries regained 
their productive powers that they would seek to reopen their aecus- 
tomed export markets. Not only were they in need of them—they 
were entitled to them. 

Ilowever, because of the greatly unbalanced condition of inter- 
national payments brought on by the war, the troublesome ‘dollar 
gap’’ developed. The countries whose productive resources and 
currencies had been depleted by the war were still buving more from 
the dollar countries than they could sell to them. The idea therefore 
arose that every effort should be made to stimulate the sales of 
European goods in the United States. In order to accomplish this, 
official recommendations were made (by ECA and subsequently by 
Mr. Gordon Gray) looking toward the further reduction of our tariff, 
simplification of our customs laws and regulations, elimination of the 
Buy American Act, and softening of the antidumping law. 

It was assumed that the United States could more than double its 
imports from the ECA countries of Europe without causing material 
injury to our own economy. This very expert opinion was arrived 
at by the simple process of comparing 1 or 2 billion dollars of proposed 
additional imports with the total national product of the United 
States and then reducing this portion to a percentage. Since the 
latter turned out to be very small or considerably less than 1 percent, 
the very obvious conclusion, the very clear conclusion was reached 
that such a trivial increase in imports could not cause an economic 
ripple in this vastly wealthy country. 

Let us examine what the situation was so that we may gain some 
inkling of what may lie in the future. This, in turn, will have a 
bearing upon the legislation that is now before this committee. 

The national debt of this country was over $250,000,000,000. 

The annual budget was over $40,000,000,000. Of this amount 
$5,000,000,000 or more went for debt service. A like amount was 
spent on veteran aid. Another similar sum was obligated for Euro- 
pean aid. Some $13,000,000,000 was assigned for national defense. 
This left some $15,000,000,000 for the civil government, including 
aid to agriculture. The point is that a great part of the $40,000,000,- 
000 budget was unavoidable and recurrent expense, conceding the 
need for defense, interest payment on the national debt, veteran aid 
and European assistance. 

In order to sustain a national budget of this magnitude it was, of 
course, necessary to maintain the national income at a level above 
$200 ,000,000,000 per vear. Even at that figure the Federal tax bill 
was 20 percent of income. This high level of income, in turn, required 
a continuation of the high price level that we had reached; it called 
for a continuation of the high level of employment and production 
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that we had attained; it demanded a continuation of the high wages, 
and also maintenance of profits in keeping with the gene rally inflated 
values, compared with prewar levels. The outlook for profits, it 
should be said, determined the flow of investment into plant expan- 
sion, new equipment, and new plants and even new industries. The 
continuation of this flow was, of course, vital to steadiness of em- 
ployment, continued high wages, and a high level of production. 

The American economy was thus poised on this high plateau when 
it became confronted in 1949 with the fact of looming surpluses in 
one line of materials or goods after another. On top of this came 
the inevitable shrinkage of exports, already noted, and the increase 
in imports. The admitted benefits of the Marshall plan could not be 
had without the inevitable backlash of increased competition from 
the very restoration of Europe which was the plan’s principal objec- 
tive. 

What our friends in ECA evidently overlooked was the vulnerabil- 
itv of an economy that stands on a precipice, as ours has stood since 
World War II, particularly at a time when demand begins to falter 
in relation to supply. To say at such a time that low-priced imports 
can do little or no damage because they represent only a small per- 
centage of the total national product is to indulge in very dangerous 
obscuration. 

In the first place, the imports do not compete with the total national 
product but only with a part of it. In the second place, import 
competition is usually concentrated upon particular classes of goods 
and particular markets. What is a small percentage when spread 
over the whole economy may be quite different in its actual competi- 
tive impact upon particular ‘segments of our economy. It is a distor- 
tion of the meaning of economic facts to deal in averages under 
circumstances such as those described here. 

An example of what can and does happen under the circumstances 
such as existed a year ago when this country was as previously stated, 
balanced on the brink of a depression, will go far to clarify the problem 
that faces this country in the matter of import competition. We may 
gain what comfort we can from the fact that at the price of a vast 
international emergency We are in part spared from meeting thus 
problem completely and in detail at this very moment. 

A year ago the manufacturers of glassware began to worry in 
earnest over the outlook for sustained business activity in view of the 
import situation. This is only one industry. However, it exemplifies 
quite strikingly the character of the difliculty faced by many other 
industries under similar circumstances, 

In the early spring of 1950 it became apparent to the domesiic 
manufacturers of glassware that the wholesale buyers of their wares 
were not in evidence in the usual number and that those who did 
appear were not charged with the eagerness to buy that the 
suppliers (manufacturers) had come to expect. Something had 
happened. It was no longer a matter of producing simply to fill 
orders. In other words, the seller’s market had vanished. It was 
gone. It soon became evident that times had changed and changed 
drastically. Worry over high-priced inventory began to mount. 
But what hap pened then? It was learned that some of the buyers, 
instead of going to their old sources here in this country, had gone to 
Europe or Japan, where, it was well known, cheap but attractive glass- 
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ware could be purchased. The quantity available was unknown; 
but it was known that production in Czechoslovakia, Germany, and 
Japan had recovered to a considerable degree. In fact, the Czech 
glass industry had come through the war virtually intact. Moreover 
it had gone under state ownership and the prices could be fixed to 
assure ready exportability of the product. Thus the industry was 
faced with a double threat to its stability: one domestic and one 
foreign. 

What would be the usual and characteristic reaction of any industry 
under such cireumstances—not only the glass industry but any in- 
dustry? Would it continue to produce at the current level, adding 
to the high-priced inventory? Or would it curtail production, hoping 
to pare its inventory and thus minimize the anticipated loss? Would 
it plan to expand its production facilities or to replace present equip- 
ment with new? Would it open new plants and thus employ hundreds 
or thousands of construction and building trades workers in direct 
building activity and at the same time stimulate production and em- 
ployment in the industries that produce the building and construction 
materials, and thus, in turn, contribute to the maintenance of high 
employment in general? 

These questions answer themselves. The first step of any company 
is usually designed to protect its financial position by laying off 
employees or putting them on a short workweek, with the hope of 
weathering the storm and rehiring later. For a while this defensive 
step may shield the company’s interests by avoiding the addition of 
goods to high-priced inventory such as would result from continued 
high-level production. The hope then is to dispose of high-priced 
warehouse stocks at or near prevailing prices while not adding to it, 

However, if the imports do then arrive in quantity and come 
into the market at prices distinctly below the domestic levels, unavoid- 
able trouble looms. Buyers for domestic distributors will not be 
slow to point out to the domestic manufacturers that their prices are 
too high and that competitive wares can be had at very attractive 
prices from importers. 

Such intelligence falls with near-panicking effects upon the domestic 

roducers. The means of facing a possible 30-50 percent inventory 
ee without some symptoms of shock are not widely possessed. Some 
of the producers will conclude that it would be wise to shut down; 
others will think it would be better to go out of business altogether, 
rather than risk a future of sure strangulation. Rehire their laid-off 
employees under such circumstances? How, or to what purpose? To 
build up more high-priced inventory that will not move? 

The only hope would lie in reducing wages and thus reducing costs. 
Only in this way might it be possible to meet the prices of competing 
imports. But wage reductions are no longer easily accomplished nor 
are such reductions regarded with equanimity by the employers 
themselves or by the community. 

Then someone suggests that another way of meeting the crisis would 
be to increase efficiency: Install more modern, perhaps automatic or 
semiautomatic equipment. But can this be done? fas such equip- 
ment been invented or developed? If it has is the necessary capital 
available? Perhaps if the company is a big one, its surplus, earned 
during the period of the seller’s market, would be adequate to such an 
outlay. If it is a small one the chances are to the contrary. Further- 
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more, it may be that current equipment may already be modern and 
the most advanced available. In any case this avenue could offer no 
immediate remedy. In time this process would tend to drive the 
small companies out of business. 

Thus we come back to wages. Are they not very high in any event? 
Do they not account for a great part of the high cost of production? 
Then why not reduce them? This would be the surest means of 
bringing the prices down. 

Here several very real obstacles are encountered, as already indi- 
cated. Collective bargaining is a legal right of the employees. There 
are strong labor organizations. There is a national minimum wage 
law. Furthermore it is obvious that the community wants its people 
employed at fair wages. Everyone is better off that way, including the 
local merchants, the banks, lawyers, doctors, tax collectors. 

Then, too, what about the high national budget? What about the 
high national income that is necessary to sustain such a budget? 
Low wages may mean lower prices and lower prices might help in 
competition with imports: But nationally we are committed to a 
high price level. We have no choice. Only by maintaining it can we 
hope to meet our national obligations. ‘Therefore the deflationary 
avenue of reduced wages as a means of reducing costs so that import 
competition may be met does not recommend itself on any practical 
count under prevailing conditions of our national economy. 

Any idea of going back to the 1939 wage or price level is no more 
than a pleasant dream, in any case. It would mean reverting to : 
national income of less than $100,000,000,000 per vear while we would 
face high fixed obligations in the national budget. The tax rate would 
strangle us. 

Mr. Cooper (presiding). Are you about through? You have had 
the time you requested. 

Mr. Srracksern. I am not about through vet; no. 

Mr. Cooper. How much more time do you think you need? 

Mr. Srrackxser. | should judge about possibly 10 more minutes. 

Mr. Coorrr. Go ahead. 

Mr. Srracksern. From the foregoing, it should be clear that im- 
ports during the period of a buyer’s market—I want to emphasize 
that; I want to distinguish between a buyer’s and a seller’s market— 
cannot safely be regarded with indifference, whether they represent 
only a small or a large share of domestic consumption. They may do 
no harm. Two-thirds of our imports are and long have been free of 
duty. They consist, by and large, of goods that are complementary 
to rather than competitive with our own output. On the other hand, 
the competitive imports may inflict injury that is serious not only toa 
particular industry but to the economy as a whole. 

The experience of the glassware industry shows how imports during 
the onset of a buyer’s market could produce a deflationary spiral that 
would be difficult to halt. In the instance recited above, the imports 
of glassware did not in fact increase greatly. No examination of the 
import figures when they subsequently became available would have 
led anyone to be greatly frightened: but such calm can only come from 
hindsight. What produces reasonable or unreasonable fear is what is 
expected from a reading of what is currently happening. If the 
current events indicate an adverse future trend, present actions will be 
governed accordingly. What is feared may not materialize. This 
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fact, which will only come to light later, cannot retroactively undo the 
damage. 

The glassware industry laid off some 20 percent of its employees. 
Many of the factories went on a short workweek. Many small towns 
became distress or near-distress areas. Then came the upward turn 
in the national economy and employment in the glassware factories 
rose once more. In other words, as the previous or high-cost inventory 
was worked off and as it became apparent that for the present imports 
would not be sufficient to break the market, the manufacturers re- 
gained confidence and began to rehire the laid-off employees and to 
increase production. The buyers who had gone overseas had not 
found suitable glassware in sufficient volume to supply the domestic 
demand. <A campaign launched by the Flint glassworkers’ union and 
directed at the large retailers may have dampened the ardor of these 
consumer outlets for Czechoslovakian glassware. 

There were other industries in a similar plight. Pottery was one 
of them. The hatting industry was another. Gloves, crude petro- 
leum, tuna fisheries, North Atlantic fisheries, Gulf coast shrimp 
fisheries, fur farmers, west coast lumber producers, flower bulb 
planters, hothouse and other vegetable growers, aluminum fabri- 
cators, kaolin mines, match producers, wallpaper makers, certain 
chemical manufacturers, photoengravers, scientific apparatus makers, 
lemon and walnut growers, manufacturers of rubber-soled footwear, 
watchmakers, independent meat packers, costume jewelry makers, 
crabmeat producers, and so forth, were others. 

Naturally, as industries differ from each other, the problems varied 
from industry to industry. However, the basic difficulty was the 
same: competition with low-priced products that threatened the 
price and wage structure—all against the same economic background 
in which the glassware industry operated, i. e., in a reestablished 
buvyer’s market in which consumers were price conscious. 

[t should now be clear once and for all time that in a buyer’s market 
a relatively small volume of imports can and in fact does disrupt the 
domestic market, particularly if the quantity available abroad for 
shipment into this market is indefinite or unknown in volume and if 
the quoted prices are distinctly below the domestic quotations. 
Much damage can be done even if quotations of low import prices 
are circulated in our market. The effect is highly disruptive of 
domestic trade and if the economy is in a sensitive stage, much damage 
may result. When the economy is poised as high as our postwar 
economy has become, the danger is magnified. 

It should also be understood that the deflationary potentials of 
imports under such conditions should not be trifled with or dismissed 
as the unfounded fears or nightmares of a few small, marginal or 
inefficient industries. When a score of industries are on the verge 
of distress it is time to take heed. In 1949-50 we succeeded in skirting 
the storm. There was still resilience in the economy. Recession had 
proceeded on an uneven front. As some industries receded others, 
having made a readjustment, forged ahead. Some $2,000,000,000 
of cash veteran’s insurance money was pumped into consumer’s 
hands. Later came the Korean outbreak. 

However, the escape was a narrow one and we should be grateful for 
the lesson that was offered. We had a peep behind the facade of the 
trade agreements program and we now know what lurks there. It is 
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no point to ask any more “Have you been injured?’ Industries 
were injured, and, but for somewhat fortuitous circumstances, a 
depression would have developed. 

It is not to be concluded from the foregoing that import competition 
is the only or even the major factor in the generation of deflationary 
pressures at precisely such times as such pressures are most dangerous. 
However, imports are highly important among other factors and it is 
wholly unwise to ignore this fact. 

If we will recognize this we shall be able to cope with the problem 
more intelligently. 

Coming back now to the industries, including both the employees 
and the owners, that face low-price import competition: what has 
been their experience?) What remedy was at hand, what avenue 
of relief? 

Gentlemen of this committee, let me say that the door is shut 
tight, very tight indeed—almost punitively tight, against relief. It 
is held shut with a stubborn tenacity that has the appearance to 
those affected by the policy as bordering on the fanatic. There is a 
growing impression that only those who harbor a hatred of domestic 
producers as compared with the foreign could so inflexibly block relief. 

This brings us to the question of what remedy, if any, is indeed 
available. All who are familiar with the trade agreements program 
know, of course, that since January 1945 an escape clause has been 
inserted in all agreements, including the General Agreement on 
Tariffs and Trade. 

To date some 20 applications for escape have been filed with the 
Tariff Commission, which is the agency charged with the adminis- 
tration of the escape clause. About a dozen of these applications 
have been dismissed without a hearing and without an explanation. 
In only one case was relief granted, namely in the case of women’s 
fur felt hats. The remaining cases are still pending. 

Let it be clear that what is said here is not intended as a reflection 
on the Tariff Commission. The difficulty lies with the character of 
the escape clause and the rules of its administration. This clause has 
been widely proclaimed as the safety valve of the trade agreements. 
It has been publicized as giving assurance that no serious damage will 
come to American producers from these agreements. 

An analysis of the escape clause should lead to a different character- 
ization. Perhaps a good part of the difficulty will be found to lie 
there rather than with the applicants for relief. 

First, consider for a moment how the escape clause in its present 
form could possibly rescue our economy from the most dangerous 
effect of low-priced imports, namely, the deflationary threat, such as 
has been described above. How far can such a trend extend and still 
respond to arresting measures? How long after the onset of injury 
can the downward ‘spiral continue before it passes beyond hope of 
remedy or reversal? 

Evidently those who drafted the escape clause did not have in mind 
any situation such as the one which was faced in 1949-50 by a very 
considerable number of domestic producers. They thought only in 
terms of single industries or of unrelated isolated industries: perhaps 
one industry now, another at some other time—running into trouble 
from imports, for diverse reasons. They did not visualize a situation 
where, in a particularly sensitive stage of the economy, a large number 
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of industries might find themselves in distress and where the combined 
effect might visit disastrous consequences upon the economy as a 
whole. If they did, they succeeded not only in doing nothing about 
it but in making quite sure that little could be done in time. 

A mere reading of the escape clause will not quickly reveal its 
defects. It has to be tried on for size. If you do this, you will 
find, so to speak, that one armhole is plugged; the arm will not go 
through. Examine the coat: it has false pockets. Try on the 
trousers. The waistline is thoroughly integrated—no zippers, no 
buttons. Once in these trousers, there is no getting out of them— 
no escape. But these slight defects escape the eye on cursory exami- 
nation. 

Mr. Cooper (presiding). You have had the additional time you 
requested. Are you about through? 

Mr. Srrackpetn. I have not been watching the clock. 

Mr. Coorer. Will it suit you to extend the rest of your statement 
in the record? 

Mr. Srrackpetn. I would prefer to read the rest. 

Mr. Coorrer. Well, you have taken a good deal more time than 
you requested. 

Mr. SrracksBein. 1 misjudged the amount of time necessary, I 
assume. 

Mr. Cooper. I just call your attention to the fact that we have 
three more witnesses here to be heard. 

Mr. Curtis. I would like to hear him. 

Mr. Simpson. It is quite interesting, Mr. Chairman. 

Mr. Coorrer. Go ahead. 

Mr. Srracksern. I am sorry I am boring you. Do you prefer 
that | insert the rest of it? 

Mr. Cooper. Well, you requested 20 minutes, when you wanted 
to take an hour. You should have told us how much time you 
wanted. 

Mr. Srracksern. Would it have made any difference in the 
schedule? 

Mr. Cooper. Go ahead. 

Mr. Srracksein. In order to bring anything approaching good 
sense into the clause the Tariff Commission found it necessary to make 
forced interpretations of the wording. 

1. The clause provides that in order to gain relief the alleged 
injury from imports must have resulted from unforeseen develop- 
ments. Any remedy could thus be refused if someone—the clause 
does not specify—had foreseen the injury. The Tariff Commission 
in an overriding interpretation held that any serious injury would be 
considered as having been unforeseen, thus opening the way for 
possible relief. 

2. Another provision requires that the alleged injury must have 
resulted from a concession made in a particular trade agreement. 
This would, of course, place an impossible burden of proof upon 
applicants for relief if the administrative agency was not favorably 
disposed. The Tariff Commission in its interpretation held that the 
injury need be attributable only in part to the trade agreement. 
This again was an act of surgery as necessary as it was wholesome. 
It does show how poorly the clause was drawn. 
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3. The Commission found another requirement that needed inter- 
pretation to bring it into focus with reality. This is the provision 
that imports must have increased since the concession was made in a 
trade agreement, as a condition of relief. The Commission said this 
included a relative increase. Thus if domestic consumption declined 
while imports remained the same, showing a relative increase in 
relation to the market, relief might nevertheless be available. 

4. This was, however, as far as the Commission could go. It could 
offer no hope if injury occurred or threatened when there had been 
neither an absolute nor a relative increase in imports. Yet it is 
obvious that where imports equal to 20 percent of domestic consump- 
tion might be absorbed without a tremor in a seller’s market, imports 
equal to 5 percent or less of such domestic consumption might work 
great havoc in a buyer’s market. 

Since the most important of our trade agreements were made after 
the beginning of World War II, they have generally been promulgated 
in a seller's market. While our imports have not been as high since 
the war as our exports until very recently, they have nevertheless 
been at record levels. Thus, with the appearance and sway of a 
buyer’s market imports would be expected in time to decline. They 
have always done so in the past. In other words, during the very 
period—in a buyer’s market—when low-priced imports can work the 
greatest injury and disrupt the economy most extensively, the escape 
clause will be most difficult to invoke, because of its present provision 
that imports must have increased before relief can be granted. 

Actually, what is of concern to producers is the fact of injury from 
imports. The escape clause should not undertake to require the 
imputation of alleged injury to any particular events so long as it 
results from imports. If imports enter under such conditions—in 
terms of prices or quantities or adverse market trends in this country— 
as to cause or threaten serious injury, grounds for relief should be 
considered as being present. Never mind when any particular trade 
agreement was signed or whether imports have increased. The only 
question that has any meaning is the injurious effect of the imports, 
and this should be the controlling factor. 

Thus the escape clause could be made serviceable. As it is, it is 
badly misnamed. 

The Executive order which governs the administration of the escape 
clause is also greatly in need of attention. It appropriately vests 
administration of the clause in the Tariff Commission. However, it 
lays down no guides for the Commission in its determination of the 
merits of an application. As a result the Commission has dismissed 
a number of cases or denied relief without making public any finding 
of fact or its reasoning from the facts. 

This is objectionable procedure and should be remedied by pro- 
viding that certain economic factors must be taken into account by 
the Commission in arriving at a conclusion; and by requiring a finding 
of fact with respect to the duty rate or other measure that would 
prevent or remove the threatened or actual injury complained of. 

Among the factual data that the Commission should gather and 
consider in assessing the merits of an escape application are the 
trend of domestic production and consumption over a period of years; 
exports and imports during the same period; economic characteristics 
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of the product, including varieties, areas in which produced, principal 
domestic markets, competitive status of the imported article in this 
country (percent of total consumption supplied, and so forth); state of 
domestic market (demand-supply condition; whether under sway of 
sellers or buyers market); number and size of companies and plants 
manufacturing the item; number of employees and trend of employ- 
ment; wages and wage trends, domestic and foreign; technological 
status of the industry here and abroad (relative advancement or 
backwardness); relative productivity of labor; relative price levels of 
the domestic and imported products (landed cost of the imports as well 
as market prices to consumers); financial condition of domestic manu- 
facturers and competitive outlook in view of imports. 

With data of this character before it, the Tariff Commission could 
arrive at an intelligent answer and it should expose its findings to the 
interested parties and the public. 

Relief under the escape clause, however, at best can only go to the 
point of restoring the duty rate which existed before it was cut in a 
trade agreement. Many instances may occur in which this would 
provide insufficient relief. This would be true particularly in those 
instances in which the duty is a specific one rather than an ad valorem 
rate. The great increase in the price level since 1930 has shrunk vastly 
the protective incidence of the rates that are expressed in terms of 
cents or dollars per pound, yard, gallon, and so forth. 

The Trade Agreements Act of 1934 provided, unfortunately, that 
the procedure under section 336 of the Tariff Act of 1930 could not 
be invoked with respect to any article that had become part of a trade 
agreement. In view of what has just been said this stricture should 
be repealed. 

Other instances occur in which a tariff duty is neither the most 
serviceable instrument of safeguarding domestic production and em- 
plovment nor the best means of relief. This is true in those cases 
where imports come from different countries, including one or more 
which produce and ship at extremely low prices. A duty rate, in 
order to be effective, would need to rise to several hundred percent 
of value. Since, however, the same rate must be applied on the same 
article regardless of its source of importation, such a rate would be 
exorbitant with respect to the higher-cost countries. 

The only appropriate instrument under such and similar cases is a 
quota. Quota limitations need, of course, not be restrictive of trade 
and could become instrumentalities of fair competition. They could 
be instituted to stabilize the domestic market by removing the kind 
of anxiety, uncertainty, and unsettled state of mind described earlier, 
as experienced in the glassware industry. 

Obviously, opposition to quotas has arisen from the restrictive use 
of quotas made by other countries against us. This is, however, no 
reason for condemning an instrument that would, if properly shaped 
and administered, provide an answer to the perplexities of domestic 
producers in the face of an uncertain tide of imports; and, particularly 
in confronting the advent of a buyer’s market after the booming 
demand of a seller’s market has run its course. 

A system of quotas, available as a remedy under the escape clause, 
instituted for such time as might be necessary to prevent or remedy 
injury, would have the great virtue of introducing certainty at a time 
when uncertainty is a highly upsetting factor. Without cutting im- 
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ports below existing levels; or in some instances even allowing for an 
merease, quotas will provide assurance that at worst imports cannot 
exceed a certain share of the domestic market. The elimination of 
the duty outright might be possible in some cases. 

Under such circumstances the pressure upon employment and 
wages, arising from fear of being left with a high-cost inventory on 
hand, would be greatly eased. ‘There would be no panic as there is 
where the importable quantity is unknown, or known to be large. 
The quota would act much as the insurance of bank de ‘posits, to allay 
fear and restore confidence. There would be no rush to lay off em- 
ployees and to close plants. Deflationary forces would be reduced by 
that much. 

We commend to this committee the merit of quotas and urge 
that their use be made possible by permissive legislation. 

We believe that the present extension of the trade agreements pro- 
gram should be for a period of 2 rather than 3 years. This would con- 
form its period of continuation with the legislative cycle; and this 
would be most desirable. 

In conclusion we wish to make it clear that correction of the defects 
of the escape clause, both as relates to its administration and its word- 
ing, is of paramount importance. 

May | introduce two or three exhibits at this point? 

Mr. Cooper. Without objection. 

(The exhibits referred to are as follows:) 


Exuisir No. 1 
Escape Unper TrapeE AGREEMENTS 


The so- called escape clause of the General Agreement on Tariffs and Trade 
provides that— 

“If as a result of unforeseen developments and of the effeet of the obliga- 
tions incurred by a contracting party under this Agreement, including tariff 
concessions, any product is being imported into the territory of that contract- 
ing party in such increased quantities and under such conditions as to cause 
or threaten serious injury to domestic producers in that territory of like or 
directly competitive products, the contracting party shall be free, in respect 
of such product, and to the extent and for such time as may be necessary 
to prevent or remedy such injury, to suspend the obligation in whole or in 
part or to withdraw or modify the concession.” 

This is the escape clause that has been publicized by the Department of State 
as the guaranty that American produce rs have a remedy against mistakes made in 
reducing the tariff. An analysis of the clause will soon reveal how loosely and 
defectively it is drawn and why, in good sense, it is deceptive to describe it as a 
remedy. 

In the first place, the actual or threatened injury must have resulted from 
developments that were unforeseen and must be attributable to a trade agreement 
or similar obligation. The first half of this eriterion—namely, that the develop- 
ments that caused the injury were unforeseen—creates some doubts of interpre- 
tation as well as of intent. 

Assuming, for example, that foreseen rather than unforeseen developments 
should lead to injury, would relief be denied? The language of the clause so indi- 
cates; for it would appear that if the injury was foreseen and was not guarded 
against or avoided by refusal to make a concession, such as a duty reduction, 
the injury must have been intended; and if it was intended no remedy would be 
available; for the remedy extends, by the language of the clause, only to those 
instances where the adverse developments were not foreseen. 

The question naturally arises whether the injurv would be any less damaging 
to the producers concerned if it had been foreseen by someone in the administra- 
tive agency that made the agreement. 

If foreseen injuries are to be without remedy, the further question arises whether 
trade agreements may lend themselves to punitive measures aimed at particular 
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industries? Whether intended or not, under this clause an administrative agency 
could deliberately destroy an industry and at the same time strip the complainant 
of a remedy precisely because the damage was foreseen. But this is not all. 
Should the injured party then seek a remedy under section 336 of the Tariff Act, 
which provides for a cost-of-production study and offers a method of increasing 
the rate by 50 percent, he would find this avenue closed. The provisions of section 
336 are not available with respect to any item that has been made the subject of a 
concession in a trade agreement. 

The Tariff Commission has taken note of the extremely awkward wording of 
the escape clause in the matter of “‘unforeseen developments.”’ In the Procedure 
and Criteria with Respect to the Administration of the Escape Clause in Trade 
Agreements (revision of February 1950), the Commission states that ‘‘the con- 
struction which the Commission places upon the words ‘unforeseen develop- 
ments,’ * * * is that when imports of any commodity enter in such in- 
creased quantities and under such conditions as to cause or threaten serious 
injury to domestic producers, this situation must, in the light of the objective of 
the trade-agreement program and of the escape clause itself, be regarded as the 
result of unforeseen developments.”’ In other words, the Commission, con- 
fronted by the plain wording of the escape clause, simply side-stepped the lan- 
guage and elected to read common sense into it. 

The second half of the first criterion, which requires that the injury complained 
of must be attributable to a trade agreement as a condition of escape, is also 
restrictive. ‘The attribution of economic effects to particular causes, such as a 
trade agreement, is, to say the least, an uncertain but heavy burden to place upon 
a complainant, and leaves him on an unstable footing, since his allegations can 
be denied by attributing the alleged effects to other causes. The complainant 
has then no answer because his allegations, by their nature, are not subject to 
proof. This leaves him completely in the hands of the agency hearing his com- 
plaint. Under these conditions the scope of the agency’s discretion is very wide 
indeed. 

Once more, the Tariff Commission found it necessary to relax the restrictive 
effect of the clause. In the Procedure and Criteria cited above, they say: “If 
the increase (in imports) was, even in part, the result of the concession, that is 
sufficient, since the language of the escape clause clearly does not require that the 
concession be the sole, or even the chief, cause.’’ [Emphasis and parentheses 
supplied.] 

Thus in two instances the Commission has found it necessary to substitute its 
own interpretation for that of Executive Order 9382, which contains the official 
wording of the escape clause. There has been ample opportunity to revise the 
clause since its first inclusion in a trade agreement in 1943 and even since its 
appearance in the Executive order dated February 25, 1947, but this has not 
been done in any remedial sense. 

While the interpretations of the Tariff Commission just cited have materially 
improved the administrability of the clause, the fact remains that no delegation 
of power should be so loosely and poorly drawn that an administrative agency, 
in order to avoid a wholly absurd requirement, must deliberately read something 
into the order that it does not say, or brush aside something that the order 
clearly states. 

Another requirement for escape laid down in the clause is the condition that 
the quantity of imports must have increased and that such increased imports are 
entering under such conditions as to cause or threaten serious injury. 

This, again, is a compound condition: imports must have increased and must 
be entering under certain conditions. 

Once more the Tariff Commission found it necessary to make its own inter- 
pretation. Of the increase in imports, it says in the Procedure and Criteria, 
cited above, that “this means that imports under the trade agreements must 
supply a larger share of domestic consumption than they did during a previous 
period.”’ (Emphasis supplied.) Of course that is not what the escape clause 
says. but only in that light does it meet the dictates of common sense. This 
latter the Commission no doubt felt impelled to supply. The framers of the 
clause had apparently overlooked the condition where domestic consumption de- 
clines while imports remain as high as before or decline less than domestic con- 
sumption. This oversight was repaired by the Tariff Commission's interpreta- 
tion, by which the word “relative”? was inserted to modify the word “‘increase”’ 
so that actually imports need not increase in order to afford a basis for escape. 
They might even decline, so long as they declined less than domestic consumption. 

However, despite the improvements of the clause by administrative interpreta- 
tion, very serious defects remain init. These appear to be quite beyond the reach 
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of interpretations even as liberal as the Tariff Commission has been willing to 
supply. 

It has been noted, for example, that the increased imports must also enter 
under “such conditions” as to cause or threaten serious damage. The only con- 
clusion to be drawn from the linking of increased imporis to the condition of their 
importation is that it was done to foreclose the possibility of an escape if there 
has been no increase (or relative increase, under the Commission's interpretation), 
no matter how much injury might be inflicted otherwise; i. e., in the absence of 
an increase. There was little that could be done about this through the medium 
of interpretation. 

Yet, it is easily conceivable that severe damage may be caused by imports even 
though they have not increased, either absolutely or relatively. 

This would not only be possible but highly probable in a buyer's market. 
It is not necessary that imports take a higher percentage of the market than dur- 
ing a previous period in order to inflict damage on domestic producers. The 
determining factors are the domestic eonomic situation and the prices at which 
imports are Offered in competition with our producers. Injury is not merely the 
result of an upward trend of imports. Changing domestic economic trends have 
as much bearing on the effect of imports, if not more, than the trend of imports 
themselves. 

A given volume of imports may work great havoc in a buyer’s market while the 
same volume would produce little or no competitive pressure in a sellers’ market, 
where, of course, demand is strong in relation to supply. Imports that have 
fallen tu asmall percentage of domestic consumption, even as low as 2 or 3 percent, 
may cause much more damage than imports that formerly equaled 10 percent or 
20 percent, if competitive conditions in the domestic market have in the meantime 
changed to a buyer’s from a seller’s market. 

The escape clause takes no account of such a distinction between domestic 
market conditions. It simply assumes that imports cannot produce injury unless 
they take a larger share of the market than during some earlier period. Actuaily, 
there is no necessary relationship between present injury from imports and the 
volume of imports 5 or 10 or any other number of years ago. 

Many of the present trade agreements were made while a seller’s market pre- 
vailed in this country. This was a time when consumer demand was stronger 
than supply. Under these circumstances, dating of the trend of imports from the 
time of the trade agreement (as a means of determining whether imports have 
increased under its terms), is irrelevant to the question of injury. If a trade 
agreement was signed at a time when a seller’s market prevailed, neither the vol- 
ume of imports nor the tariff rate remaining on an article after a concession had 
been made had any competitive meaning. Domestic producers could not satisfy 
the entire demand even at the high level of prices. Competitively, it was a matter 
of indifference whether imports supplied 1 percent or 25 percent of consumption. 
It was equally immaterial whether the rate of duty was | percent or 25 percent. 

When thereafter (as happened in a large number of cases) the seller's market 
reaches its end and is sueceeded by a buyer’s market, the volume of imports that 
the market absorbed successfully during the period of shortage offers no ciue to the 
volume that can be absorbed under the new condition without injury; nor does the 
tariff rate that was in effect during the period of the seller’s market indicate the 
level that may be appropriate in a buyer’s market. 

Therefore, to insist that applicants for escape from injury show an increase in 
imports since a particular trade agreement was entered into is to impose an un- 
justifiable and meaningless condition upon those who allege injury. Imports 
may not have increased and yet serious injury may threaten or actually be in 
course. 

The increased imports that must have occurred, in order to justify an escape, 
must, as already stated, also enter “‘under such conditions” as to cause or threaten 
serious injury. This means that it is not enough to prove an increase in imports 
alone. It must be shown that the imports are entering under such conditions as to 
inflict damage or threaten it. 

The escape clause throws no light upon the kind of conditions that would be 
taken into consideration. However, market conditions, such as a buyer's market, 
might be regarded as suitable for consideration; as might also the relative price 
levels at which the imported products were being offered. 

This requirement (of proof that imports are entering under such conditions as 
to cause or threaten serious injury) is sound in itself and would be acceptable but 
for its linkage with the preceding condition which requires that imports must have 
increased. If this conjunction were dissolved and the conditions of importation 
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made an independent consideration, the difficulties and deficiencies of the in- 
creased-imports requirement would be overcome. This effect could be produced 
by changing the ‘‘and” to “‘or’ in the clause that provides ‘‘and under such con- 
ditions” so that it would read “or under such conditions.” 

An eseape could then be justified by showing that imports are entering under 
such conditions as to cause or threaten s9> .us injury, whether or not they had 
increased. In other words, it would be possible to deal with the only part of the 
problem that has any meaning. 

Since the ‘‘conditions” are not defined in the clause, it is, however, not clear 
how much weight is to be given to the volume of import trade as such, in relation 
to domestie consumption. There is a strong tendency to dismiss imports lightly 
as a source of injury if they are small in relation to domestic consumption. 

That such dismissal may not be justified becomes clear when consideration is 
given to the possibility that the imports may compete with a particular variety 
of items in a broader classification, or in a particular market area, and may there- 
fore offer heavy competition in the narrower field. Thus, imports of textiles may 
be small in relation to the domestic consumntion of all textiles but may be much 
higher in relation to a particular kind of textile produet or in a particular market. 
Acute injury may thus be suffered by the producers of the particular item or by 
those located in a particular area while other segments of the textile industry or 
those in other loeations may experience little or no foreign competition. 

Perhaps more important, however, than this consideration is the possibility 
of injury out of all proportion to the relative volume of imports. This may occur, 
as already indicated, when the domestic market is on the surplus rather than the 
shortage side, and particularly at the end of a seller’s market, when prices are 
high while demand begins to falter. 

If imports are offered at prices below the domestic levels under such cireum- 
stances, no large volume of such imports is necessary to produce widespread and 
serious injury. Domestie producers will seek to reduce their high-priced inventory 
as rapidly as possible in the hope of averting a heavy inventory loss through fall- 
ing prices precipitated or accelerated by low-priced imports. Inventory is most 
readily reduced by producing less; that is, by allowing sales to move stock from 
the warehouses while replenishing at a greatly reduced rate. Reduced produc- 
tion, of course, calls for a curtailment of employment, either by lay-offs or reduc- 
tion of the workweek, or both. The damage may be all the greater if domestic 
producers do not know how large a supplv is available abroad for shipment to this 
country at low prices, or if they know that a large supply is available. 

If the imports flow in, as feared, and find a ready market, domestic prices will 
fall and profits will be reduced. The pressure on employment and wages will 
mount steadily and the lay-offs may become permanent. It will be difficult to 
plan future production, and, as long as the threat remains, there will be no plant 
expansion and a minimum outlay for new machinery and equipment. This is not 
the road to an expanding economy. 

If the threat or fear of increasing low-priced imports does not materialize, 
damage will nevertheless result because of the uncertainty about the potential. 
What domestic producers reasonably anticipate or fear, rather than the fact, which 
will only subsequently reveal itself, will determine the extent of the injury. 

Clearly, the possibility of escape should not be limited to any preconceived 
level of imports in relation to domestic production or consumption. Imports 
amounting to 5 percent or less of domestic consumption may produce more 
injury than a volume that takes 20 percent or more of the market. 

Thus it is neither the fact of increase in imports nor the share of the market 
captured by imports alone that determines the likelihood or degree of injury 
sustained. Equally or more important are the domestic market conditions, 
relative price levels of imports and domestic products, extent of the available 
foreign supply and possession or lack of accurate information by domestic pro- 
ducers with respect to the foreign supply and its trend. 

The foregoing analysis has demonstrated quite amply the serious need of a 
revision of the escape clause. An examination of the administrative provisions 
of the clause will show that they are equally in need of change. 

The Tariff Commission is the ageney vested by Executive Order 9382 with the 
authority and responsibility of administering the escape clause. While the 
Commission is the appropriate agency for carrying out this function, the grant 
of power and discretion is entirely too broad. It is left to the judgment of the 
Commission, for example, to determine whether an investigation should be made 
to determine the merits of an application for relief. The Commission, under this 
grant of power, has dismissed most applications brought before it, without a 
single word of explanation. 
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Even when the Commission makes an investigation, it need make no explana- 
tion of its denial of a remedy. Again it is under no obligation or mandate to 
make public its findings or expose its reasoning. 

The grant of authority to the Commission is obviously designed to confer 
arbitrary and irresponsible power upon this agency, wholly out of keeping with 
good principles of government. The need for a revision is clear. 


Exuipir No. 2 
Proposep MopiricaTion oF THE Tartrr Act 


The trade-agrecments program is based on the legislative authority contained in 
the 1934 amendment of the Tariff Act of 1930. 

Under the authority conferred upon the President by the amendment of 1934, 
subsequently extended, the United States has entered into a number of bilaterial 
trade agreements as well as the General Agreements on Tariffs and Trade, known 
as GATT, which is a multilateral agreement adhered to by some 30 countries, 

No provision for an escape from injury caused by imports is contained in the 
trade-agreements law itself. On the contrary, the only avenue to rehef, embodied 
in section 336 of the Tariff Act of 1930, was virtually closed by the 1934 amend- 
ment (Trade Agreements Act) by withdrawing the applicability of that section 
to any article with respect to which a trade agreement had been made. 

As a remedy for this defect an escape clause Was inserted in the trade agreement 
made with Mexico in January 1943 and in all subsequent agreements. On Feb- 
ruary 25, 1947, Executive Order 9382 made mandatory the inclusion of an escape 
clause in every subsequent trade agreement, and it was adopted by GATT in 
October 1947 (Geneva agreement). 

The clause has been reviewed in an analvsis entitled “‘Escape Under Trade 
Agreements” (attached hereto). Serious shortcomings of the conditions laid 
down for escape under the clause in its present form are set forth in the analysis, 
and its inadequacies as an honest instrument of relief are demonstrated. How- 
ever, since this clause offers the only avenue of escape, its retention in revised form 
is most desirable. Accordingly, suggestions for a complete overhaul of the escape 
clause are made immediately below. These suggestions should be read in con- 
junction with the attached analysis, referred to above. 


REVISION OF THE ESCAPE CLAUSE 


1. The requirement that injury must be the result of “unforeseen developments”’ 
should be eliminated, for reasons set forth in the analysis. 

2. The same may be said for the condition that the injury must be traced to a 
particular concession in a trade agreement. The reasons for this are also given 
in the analysis. 

3. There should be no need to prove an increase in imports pursuant to a trade 
agreement as a condition of establishing injury or a threat thereof. While the 
trend in imports may indicate the possibility of injury there is no necessary 
connection between injury and an increase in imports. See the analysis for an 
explanation. 

4. Applicants for escape should, however, be compelled to show actual injury 
or a threat thereof as a condition of relief. In doing so, certain criteria should be 
recognized as indicative of injurv or as offering a threat. Among these, an 
increasing trend of imports should be given full consideration, but should not be 
construed as the sole cause of possible injury. Trend of employment, curtailment 
of the workweek, financial evidence of a downtrend, relative prices at which the 
domestic and the same or similar imported articles are sold, the dore tic price 
trend, the state of the market-—i. e., whether there is a shortage of suoply, or 
whether demand and supply are in fair equilibrium or whether a surplus is en- 
croaching on demand—and similar factors should be investigated and pondered. 

5. No preconceived share of domestic consumption enjoyed by current imports 
should be regarded as a satisfactory criterion for judging the questio of injury. 
The state of the market is much more important as a determinant of a:tual or 
probable injury than the relative volume of imports, unless, of cou se, a large 
disposable supply exists abroad for shipment to this country at subcompetitive 
prices. Imports equal to oniy a small share of the market may inflict great damage 
under ccrtain circumstances while they might go unnoticed under dilier nt market 
conditions. See the attached analysis for illustrat ons. 
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6. Shorn of the restrictive and irrelevant conditions that now hamper applicants 
under the escape clause, this clause could be brought to perform a proper and 
helpful function in relieving serious injury or preventing the culmination of a 
threat. The clause should require nothing more for its invocation than a reason- 
able show of actual injury orathreat thereof. In this form it would fulfill a logical 
purpose and, by freeing its application of illogical and ill-fitting condition (see the 
analysis), would divest it of the features that have made a mockery of it. 

The following version is offered as a substitute for the present escape clause, 
designed to adjust it to the foregoing observations and suggestions: 

“If * * * any produet is being imported into the territory of that contract- 
ing party in such increased quantities or under such conditions as to cause or 
threaten serious injury to domestic manufacturers, producers of raw materials, 
or their employees, in that territory of like or directly competitive products, the 
contracting party shall be free, in respect of such product, and to the extent and 
for such time as may be necessary to prevent or remedy such injury, to suspend 
the obligation in whole or in part or to withdraw or modify the conces- 
mm, =" 

Omitted in this version, after the first word “‘if’’ are the following words: ‘“‘as a 
result of unforeseen developme nts and of the effect of the obligations incurred by a 
contracting party under this agreement, including tariff concessions.’ The 
“and” which joins “increased quantities’ to ‘‘under such conditions” is changed 
to “or’’ so that other conditions than an increase in imports may justify an escape. 
The term ‘“‘domestie producers’’ is made more specific and made expressly to in- 


clude employees. 
TARIFF COMMISSION FUNCTION UNDER ESCAPE CLAUSE 


Under Executive Order 9382 the Tariff Commission is designated as the admin- 
istrative agency which will recommend action to the President under the pro- 
visions of the escape clause. It will be seen that the Commission is given 
com »lete discretion under the Order, which says in part: 

The United States Tariff Commission, upon the request of the President, 
upon its own motion, or upon application of any interested party when in the 
judgment of the Tariff Commission there is good and sufficient reason therefor, shall 
ean os an investigation to determine whether * * * ete. Should the Tariff 
Commission find, as a result of its investigation, that such injury is being caused 
* * * ete. * * * the Tariff Commission shall recommend to the Presi- 
dent, for his consideration in the light of the public interest, the withdrawal of the 
concession * * * ete.” 

‘In the course of the investigation under the preceding paragraph, the Tariff 
Commission shall hold public hearings * * * and shall afford reasonable 
opportunity for parties interested to be present, to produce evidence * * * 
ete. The procedure and rules and regulations for such investigations shall from 
time to time be prescribed by the Tariff Commission.”’ [Italics ours.] 

There is a notable lack of any mandate that the Commission make a finding 
of fact indicating the lowest duty level that would prevent or remedy injury, in 
support of its recommendation to the President or in jusification of its dismissal 
of an application. The Commission’s discretion is unlimited, both with respect 
to deciding whether an investigation is warranted and what action it may take 
in pursuance of a hearing. It need not and in practice has not disclosed the 
facts and considerations that lead it to a denial of escape or dismissal of an 
application. 

Of 20 applications received up to December 1950, 12 were dismissed without an 
2 led to an investigation, and 6 were pending. Of the two investi- 
The other was dismissed on the grounds that 
No economic facts have been 


investigation, 
gated, relief was granted in one. 
adequate cause for relief had not been established. 
given in support of the various dismissals or denials. 

Such administrative procedure is high-handed and unpalatable. It represents 
an open invitation to arbitrary action and full play of partisan political consider- 
ations in the disposal of escape applications. Applicants are left in the dark, and, 
so far as they know, are wholly at the mercy of administrative whim. This means 
that fairness and equity of administration depend entirely upon the personal 
integrity, predilections, and probity of Commission personnel. Without require- 
ments or standards as administrative guides, the applicants are nothing more than 
supplicants before arbitrary judges. There is no recourse, no review, no appeal. 
The essence of despotism resides in such an arbitrary bestowal of power. 
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; To remedy this departure from American principles of government, the Tariff 
Commission should be required to justify its dismissals or denials of escape appli- 
cations no less than its recommendations to the President with a finding of fact. 
This finding should set forth the rate of duty or other import conditions which 
represent the minimum safeguard against injury or a threat thereof. Certain 
elements of supporting factual data should be prescribed as a minimum require- 
ment for a finding. 

Among these factual data should be a statement of domestic production and 
consumption over a period of years, sufficient to show a trend, if any; exports and 
imports during the same period; economic characteristics of the product, such as 
varieties produced, areas of production, principal markets, competitive status of 
the imported articles within this country, prevailing domestic market conditions 
in terms of surplus or shortage in supply; number and size of companics and plants 
manufacturing the item; number of employees and trend of employment over a 
period of years; wages and wage trend, both domestic and foreign; status of ma- 
chinery and equipment in the particular industry in terms of advancement toward 
automatic processes, here and abroad, or relative backwardness and obsolescence; 
relative productivity of labor; comparative price levels of the domestie and the 
imported product; financial condition of the domestic manufacturers; and the 
outlook in the face of import competition; ete. 

The incorporation of such a definite finding and the publie disclosure of the 
pertinent economic facts would go far to remedy the present wholly unsatisfactory 
experience with the escape clause. Those who allege serious injury or a threat 
thereof could then feel that they had received not only a fair hearing but that their 
allegations and representations had been fully investigated and their elaim of 
injury fairly weighed. The Commission would come out of the dark and expose 
a summary of its data as well as its findings and conclusions not only to the appli- 
eants but to publie view, and thus redeem the escape clause and make of it an 
honest remedy, freed from obloquy and disrepute. 

RESTORATION OF SECTION 336 

Instances may be encountered in which even the tariff rate of 1930 is inadequate. 
This is most probable in respect to specific rates, in view of the great price rise 
since 1930. The escape clause would be inadequate as a remedy if it is limited 
to the restoration in whole or in part of a concession previously made. [t could 
never, under such @ limitation, establish a rate above the 1930 level. 

Section 2 (a) of the 1934 amendment of the Tariff Act of 1930—i. e., the Trade 
Agreements Act—provides: 

The provisions of sections 336 and 516 (b) of the Tariff Aet of 1930 shall 
not apply with respect to the importation of which into the United States a 
foreign trade agreement has been concluded pursuant to this Act * ‘ 

This provision should be repealed so that escape action could be suppleme 
by proceeding under section 336, in those cases in which restoration of the 
rate would be an inadequate remedy. 


~ 


QUOTA LIMITATIONS 


There are vet other items, for which the remedy of injury does not lie in either 
the escape clause or section 336. These are items that are imported from several 
countries which sell at widely different price levels. A single rate of duty appli- 
cable to the several countries cannot perform its proper function. 

In such instances, quota limitations, adjusted to previous representative periods 
of importation and offering reasonable flexibility for import expansion, would 
be the most suitable and effective form of remedy. 

Quota limitations would also be superior to tariff adjustment as a means of 
preventing or remedying injury, without at the same time restricting imports, in 
other respects. In a buyer’s market they would remove the dampening and 
blighting effect caused by the uncertainty and fear of an unknown volume of 
imports or of a known large volume available for shipment to this country. The 
tariff rate istelf would under such circumstances become of minor significance 
and could in some instances perhaps be reduced to zero. (See the analysis 
previously referred to.) 

The Trade Agreements Act does not of itself prohibit the establishment of 
quotas. The escape clause should be further revised to insure the availability 
of the quota device for utilization in those instances where quotas are appropriate 
and most effective. 


78354—5 1—-—21 
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Exuisit No. 3 


SratisticaAL Report oN Exports, Imports, aND FrozeN Houpinos or FisHery 
Propvucts 


= S. W. Anderson, Chief, Branch of Commercial Fisheries, Fish and Wildlife 
Service, Department of the Interior, prepared for executive committee meeting 
of the National Fisheries Institute, January 13, 1951, Washington, D. C.) 


LIST OF CHARTS 


Imports and exports of edible fishery products. 

United States foreign trade in edible fishery products. 

United States imports of groundfish fillets for consumption. 

Imports of other fillets. 

Relationship of imports of groundfish fillets to United States production of fresh 


and frozen groundfish fillets. 

Increase in United States production of fresh and frozen groundfish fillets as com- 
pared with increase in imports of groundfish fillets. 

Relation of import price of fresh and frozen fillets. 

Relationship of duties and import prices of fresh and frozen fillets. 

Cod fillets in cold storage. 

Rosefish (ocean perch) fillets in cold storage. 

Flounder and sole fillets in cold storage. 

Haddock fillets in cold storage. 

Whiting in cold storage. 

Shrimp in cold storage. 

United States imports of shrimp (heads off), Mexico. 

United States pack and imports of canned tuna and tunalike fishes. 

Imports—canned tuna and tunalike fishes. 

Imports of fresh and frozen tuna and tunalike fishes. 

Domestic pack and imports of canned sardines. 

Imports of canned crab meat. 

Imports of fish meal and scrap, 

(Note.—Basic data are from the Fish and Wildlife Service, the Department of 
Commerce, and the Department of the Treasury. 1950 data are estimated on 
basis of the latest available monthly figures. The chart entitled “United States 
Imports of Shrimp (Heads Off), Mexico”’ should have figures from 0 to 40 percent 
on the right.) 
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muions IMPORTS OF OTHER FILLETS, 1939—1950 
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RELATIONSHIP OF IMPORTS OF GROUNDFISH 
FILLETS TO U.S.PRODUCTION OF FRESH AND 
FROZEN GROUNDFISH FILLETS, 1939-50 
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INCREASE IN U.S. PRODUCTION OF FRESH AND FROZEN 
GROUNDFISH FILLETS AS COMPARED WITH INCREASE IN 


IMPORTS OF GROUNDFISH FILLETS, 1939—— 1950 
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U.S. PACK AND IMPORTSOF CANNED TUNA AND TUNALIKE FISHES, 1932-1950 
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IMPORTS OF 
CANNED CRAB MEAT, 
JANUARY -SEPTEMBER 
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IMPORTS OF 
FISH MEAL AND SCRAP, 
JANUARY -OCTOBER 
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Mr. Reep. Mr. Strackbein, you have made a very close study of the 
situation under the trade agreements program. 

Was not the Republic of China one of the contracting parties to the 
general agreement on tariffs and trade at Geneva? 

Mr. SrrackBern. Yes, 

Mr. Reep. What do you have to say about that? Did we not 
negotiate a reduction in duty on chinaware art pottery with China 
at Geneva? 

Mr. Srracksern. That is correct. 

Mr. Reep. And did not China withdraw from the general agreement 
in May of 1950? 

Mr. Srracksern. That is right. 

Mr. Reep. Was not the concession to China on art pottery con- 
tinued in effect after the United States had acknowledged China’s 
withdrawal from the general agreement? 

Mr. Srracksern. That is my understanding. 

Mr. Resp. Does not China still receive the same benefit resulting 
from this concession in the duty on art pottery as before her with- 
drawal from the general agreement? 

Mr. Srracksern. That is what I understand. In other words, 
with the withdrawal from the agreement, or the discontinuation of 
the agreement, the reduced rate on art chinaware was continued in 
effect and, of course, China still retains the benefit. 

Mr. Reep. Do not China and Japan together receive the majority 
of the benefit resulting from the concession to China on art pottery? 

Mr. Srrackpern. Yes. Most of our imports of art chinaware, or a 
little over half, come from China and Japan. 

Mr. Reep. Is Japan a contracting party to the general agreement 
on tariffs and trade? 

Mr. Srracksern. No, sir. 

Mr. Reep. What is your opinion of a policy which makes a non- 
contracting party, particularly Japan, the major beneficiary of a duty 
concession? 

Mr. SrrackBern. In this instance more of the imports of art pottery 
come from Japan than China. Now, the reason that the concession 
was not withdrawn from China was on the ground that China was 
not the principal supplier. Actually, we import a lot more art china- 
ware from Japan than from China. The result is that even though 
we do not have an agreement with Japan, Japan does get the benefit 
and a continued benefit of the duty reduction on artware china which 
she supplies to us in much greater quantity than China herself. 

Mr. Reep. In both cases the imports are injurious to our business. 

Mr. SrracKBEIN. Yes. 

Mr. Reep. I would like at this point in the record to insert a table 
that I have had prepared by the Tariff Commission. 

Mr. Coorrer. Without objection. 

(The table referred to is as follows:) 
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Earthenware and chinaware artware: United States production and imports, in 
specified years, 1939 to 1950 





Ratio of 
imports to 
production ? 


Ir Production ! | Imports 





Percent 
$6, 000, 000 $1, 950, 000 33 
40, 000, 000 | 2 183, 000 | g 
27, 000, 000 | 2, 478, 000 
25, 000, 000 | 3, 858, 000 | 
>, 000, 000 | 6, 940, 000 | 
24, 000, 000 9, 200, 000 


1 Estimated from census and trade statistics. 

2 The ratios of Janded (duty-paid) value of imports to factory value of production were about double 
those shown 

3 Preliminary. 

4 Estimated. 


Source: Official statistics of the U. 8S. Department of Commerce, except as noted. 


REDUCTIONS IN RATE OF DUTY 


The duty was reduced an average of about one-third on about three-fourths of 
these items imported in 1950. 


SOURCES OF IMPORTS 

Japan supplied about 42 percent of total imports in 1950, Italy 20 percent, the 
United Kingdom 13 percent, and Germany 11 percent. China supplied about 4 
percent. 

Mr. Jenkins. I would like to compliment you on the fine disserta- 
tion that you have made and on the work that you have done in 
getting this article together. It is most exhaustive and illuminating. 

There is one thing | would like to say, if | may. I get this impres- 
sion from your article—if the trade agreements continue, the only 
practical way for the glass people and the pottery people to continue 
in business is to cut wages so low that they just cannot operate. 

Mr. Srracksern. Unless they get relief under an improved eseape 
clause. 

Mr. Jenkins. Yes. But I said, leaving things as they are, they 
have no escape from destruction unless they reduce wages unmercti- 
fully, and then they cannot operate. 

Mr. SrracksBern. Yes, assuming that we again return to a buyer's 
market at some time in the future. 

Mr. Simpson. I gathered from your comments that you think 
rather highly of the abilities within the Tariff Commission. 

Mr. SrrackBetn. In all my dealings with the Commission, I would 
say that they have shown themselves to be very competent. 

Mr. Simpson. But there is some factor that limits their ability and 
the usefulness of their ability in these negotiations. Is that the 
domination on the part of the State Department? 

Mr. Srracksein. Well, that may be, but in the administration of 
the escape clause, about which I have complained, I think that the 
fault lies in the construction of the escape clause. The Tariff Com- 
mission is shackled, so to speak. 

Mr. Simpson. It would require legislative enactment in order to 
clarify that point. 
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Mr. SrrackBetn. It would either require legislative enactment or 
a rewriting of the Executive order which now exists and governs the 
escape clause. 

Mr. Stmpson. As it is written now and as it operates, in effect it is 
rather a fictitious manner of relief? 

Mr. Srracksern. In my opinion, it is not truly an escape clause. 

Mr. Stmpson. Perhaps it is designed to trick the American employer 
and the public into believing there is an actual way of relief when in 
fact there is not. 

Mr. SrrackBetn. Whatever the design may be, it appears to me the 
possibilities of relief under this clause are extremely remote and 
difficult. 

Mr. Simpson. Is there a great deal of paper work required in order 
to present a case to that group? 

Mr. Srracksein. Not too much. 

Mr. Simpson. But they may arbitrarily, if they see fit, refuse to 
proceed? 

Mr. Srracksein. They may dismiss a case without giving one 
single word of explanation. They have that authority. They are 
not called upon to give any explanation or any reason which leads 
them to a dismissal of a case, or to a denial of escape. 

Mr. Simpson. There has been, as 1 understand, but 1 acted upon 
favorably out of the 20 that have been submitted. 

Mr. Srracksein. That is correct. Twenty have been submitted, 
but only about 12 or 13 have been acted upon. 

Mr. Simpson. Some of them were summarily dismissed, were they? 

Mr. SrrackBEIN. That is correct. 

Mr. Simpson. And you say there are some pending? 

Mr. Srracksein. There are some six or seven pending at this 
time. 

Mr. Simpson. May they dismiss them without an explanation? 

Mr. STRACKBEIN. Yes. 

Mr. Stupson. So at the moment we have but 1 out of 20 with 
favorable action taken? 

Mr. Strackpein. That is correct. 

Mr. Stwpson. In your opinion, that offers no means of relief which 
could be satisfactory to American industry? 

Mr. SvrackseEIn. Precisely. 

Mr. Curtis. Mr. Strackbein, can you evaluate the loss to your 
glass workers in annual wages due to imports? 

Mr. Srrackspetn. | have not undertaken to do that, Mr. Curtis. 
I could undertake to do that and submit it for the record later. 

Mr. Curtis. Now, what would you think of an approach to a 
tariff policy, an approach that would have a sliding scale, so that the 
tariff to one country could be made higher than to another country 
whose wages were below ours, but not as low as the first major 
country? 

Mr. SrrackseEin. In principle I think the idea is very good. I 
ean see some difficulties in bringing about such a difference in tariff 
rates on the same commodity, the same item, among different coun- 
tries. We have a number of treaties of friendship which, of course, 
call for equal treatment. We have the most-favored-nation clause 
which I think would stand in the way of that idea. 

Mr. Curtis. It would have to be an entirely new approach. 
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Mr. STRACKBEIN. It would. 

Mr. Curtis. But it would put an end to turning the American 
market over to the importer who is most successful in exploiting 
foreign labor. 

Mr. SrrackBein. Exactly. 

Mr. Curtis. Then if a foreign producer paid wages comparable to 
ours, we would by such a system be helping that country and the 
people of that country. 

Mr. SrracksBeIn. Correct. We would remove the premium on low 
prices as a method of getting at this market. 

Mr. Curtis. At the same time, we would be protecting American 
labor and agriculture. 

Mr. SrracksBein. Correct. 

Mr. Curtis. And, to my mind, we would have a far more human- 
itarian program. Instead of helping the unfortunate people of the 
earth we are doing the opposite. We are turning the American 
market over to them, to the foreign producers who come in here. 

Mr. Srracksern. It is not at all necessary to hurt one segment of 
our economy in order to help another segment of it. It is not neces- 
sary. We can have a very large volume of imports without the 
necessity of upsetting or injuring our domestic producers. That is 
the objective at which 1 am driving in the presentation that I have 
made. 

Mr. Curtis. As a matter of fact, during periods of protection of 
American industry, we have high imports of noncompetitive items by 
reason of the prosperity that is generated in the United States. 

Mr. SrrackBeEIN. That is correct. The market in the United 
States for foreign exporters is much greater when we are in a pros- 
perous condition than when we are in an unprosperous condition, 
and the same, I am sure, will hold true of competitive goods provided 
that the conditions under which they are allowed to enter this market 
are not such that they will undermine our economy. 

Mr. Curtis. And in the case of a highly competitive article, it is 
not the quantity of the imports; it is the timing and a lot of other 
factors. 

Mr. Srracksern. The timing is exceedingly important, the timing 
in relation to our economic cycle in this country. 

Mr. Curtis. And the seller offering these goods at the lowest price 
oftentimes sets the market. 

Mr. Srracksern. That is correct, in the buyer’s market. 

Now, Mr. Chairman, I have a statement from the president of 
the National Brotherhood of Operative Potters who had an engage- 
ment out of town this week and could not be present to present his 
paper. 

Also, I have a statement from the president of the American Flint 
Glass Workers Union that I would like to submit for the record. 

Mr. Coorrer. Without objection they will be inserted in the record 
at this point. 

(The papers referred to are as follows:) 

STaTeEMENT OF James M. Derry, PResipeNT, NATIONAL BROTHERHOOD OF 

OPERATIVE POTTERS 


This is only one statement of many that the Brotherhood of Operative Potters, 
which is affiliated with the American Federation of Labor, has made before this 
committee during the past 16 or 17 years. There has not been much evidence 
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that our representations have been fruitful. Nevertheless, we hope that this 
committee will recognize its economic power of life or impoverishment over the 
workers in this industry as well as others. 

We feel that some members of this committee will recall our previous testi- 
mony and will be inclined to say that we have repeatedly complained about 
the trade agreements with “dire” warnings of ‘“disaster.”’ It is entirely true that 
we have on all the appropriate occasions voiced our misgivings and pointed to 
the dangers that lie in unimpeded competition from low-wage countries. The 
fact that we are still here to hoist the same danger signals may be misconstrued 
by some who will consider it as evidence that we have been wrong; that the 
pottery industry is thriving; that it has nothing to fear from imports. 

The governing facts have not changed, despite what might be concluded from 
our survival to date. The pottery industry is still confronted with a form of com- 
petition that is destructive in character and adverse to the growth and prosperity 
of the industry. 

It is true that the industry is still here, that it has expanded its production and 
pays high wages. It has been able to do this at the price of a long and disastrous 
world war which halted most of the competition, followed by an unsure and per- 
turbed peace and an emergency-facing economy. About all this there is nothing 
normal or healthy; and we should not be blinded by it. The competition of low, 
extremely low, labor cost foreign products has still the same meaning as it had 
before the war, with the added fact that we are now more vulnerable than ever 
to such competition. 

The same power to capture an ever greater share of the domestic market through 
low-price foreign competition still remains or will soon exist again; the same power 
to break our prices and our wage structure still lies in the hands of our competitors, 
and the same power to take our jobs and to east the future into a depressing un- 
certainty, still confronts us. Nothing has been done to change this fact, unless 
it be for the worse. 

Less than a year ago, we had a glimpse of what lies beyond the wars and emer- 
gencies: namely, very discouraging sales in the face of a buyer’s market. Never- 
theless, we hope that normal times will soon again return. ‘The workers in the 
pottery industry will make their contribution, as they have in the past, to speed 
the day when peace will replace combat and disruption. But we will know 
that, as pottery workers, we will be confronted with a type of foreign competition 
that will visit destruction upon our high standards—unless proper safeguards are 
established. We will get the impact of many years of postponed havoc, unless 
this committee takes action while there is yet time. 

What should be done? 

We understand that no further major trade agreements are to be made in the 
next 3 years, after the completion of the Torquay negotiations. !n other words, 
whatever injury may come to us during that period will not result from an exten- 
sion of the trade agreements program but from such action as has already been 
taken since 1934 or will have been taken after the Torquay Conference has been 
finished. 

These circumstances shift the spotlight to the so-called escape clause of the 
trade agreements. It will not be a question of facing further tariff cuts but of 
obtaining a remedy for reductions that have previously been made if serious 
injury results or is threatened. 

We know from observation and from the experience of other industries that 
the escape clause does not offer a true avenue of relief. It is cluttered up with 
conditions that cannot be fulfilled unless the agency hearing your case wants to 
give relief. For example, it must be proved to the satisfaction of the agency that 
the alleged injury has resulted from a particular trade agreement concession. It 
must also be shown that imports have incréased since a concession was granted. 
Suppose, for example, that most of the concessions were made before World War 
II, during a period when imports were already very high and threatened the 
domestic industry, as was the case in the pottery items. 

Suppose that the industry expanded during the war, as many industries did, 
so that any increase in imports from the year 1946 on would reduce the market 
for the expanded output. If contraction of domestic industry in this manner is 
contemplated, the escape clause is the instrument that will accomplish the objec- 
tive. However, we have been led to believe that our national income is not only 
to maintain its expanded level, if it can, but to lift it as time goes on. Only in this 
way can we hope to enjoy reasonably full employment. Only in this way will this 
country be able to meet its heavy national obligations. Certainly we cannot hope 
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to meet our greatly expanded national obligations if our wage levels are driven 
down, if production is reduced and employment decreased. 

Yet asure way of bringing about these undesirable trends lies in permitting the 
importation of low-priced goods under conditions that result in direct wage com- 
petition, direct price competition and thus pit our high-standard economy against 
low-standard ones. And let us not be misled or duped by the irresponsible 
phrases of those who say that the foreign producer who pays low wages gets no 
competitive advantage from such asource. Such ideas are expressed by academic 
economists who are evidently completely without experience in the world of 
reality. 

Now, it is not necessary as a condition of selling in this market to offer cutthroat 
competition. This fact has been proved adequately in our own domestic trade. 
The healthiest and the most voluminous trade springs from fair competitive 
conditions, Sweatshop goods do not build up a market. They tear it down. 
Therefore, it is no disservice to imports, but rather a favor to them, to see io it 
that they compete on a fair plane. 

The instrument for accomplishing this lies first in the tariff. If this is cut down 
below the danger point, the next logical step should lie in action under the escape 
clause. Unfortunately, that is where the breakdown comes. The clause appears 
to be designed admirably to prevent action under precisely those conditions 
that industry has faced since World War II. It would be necessary first to suffer 
a breakdown before a remedy would become available. Even then no relief would 
be possible unless imports had increased since signing of the trade agreement in 
which the concession was made. On a declining domestic market, which is when 
relief will be most urgent, imports may be expected to decline, too. But under 
such circumstances, no remedy could be had because the clause says that imports 
must be arriving in ‘“‘such (relatively) increased quantity” as to cause or threaten 
serious injury. 

This is a wholly unnecessary condition of relief since what counts is injury 
from imports and not a diagnosis of how the injury arose. Moreover, if injury 
results from imports, a remedy should be provided whether there is a provable 
connection between the injury and a trade agreement or not. Nor should it be 
assumed that the 1930 duty rate is in all cases necessarily as high as a rate should 
go. This is assumed in the provision in the Trade Agreements Act which prohibits 
the use of section 336 of the Tariff Act of 1930 with respect to any item that has 
been included in a trade agreement. This provision should be repealed now. 

The National Brotherhood of Operative Potters adopted a resolution on foreign 
competition in July 1950 which was later passed unanimously by the American 
Federation of Labor. 

This resolution expresses the position therefore not only of this union but of the 
American Federation of Labor on the subject of imports. 


STaTEMENT OF Harry H. Coox, Prestpent, American Futnt Grass 
Workers’ UNION 


I am president of the American Flint Glass Workers’ Union, which represents 
the great majority of the workers in the peepee and blown glassware industry. 


This union is an affiliate of the American Federation of Labor. 

We are in one of the industries that are affected directly by imports and are 
therefore vitally interested in the trade-agreements program. We have pro- 
tested numerous times against the administration of the program and we are still 
highly dissatisfied with certain aspects of it. We are sure that the supposed bene- 
fits of the trade agreements can be had without creating wreckage in some quarters 
for the benefit of other segments of the economy. 

Just why it should be assumed that no advantage can come from a program of 
this character without hurting legitimate enterprise and employment is difficult 
to understand. Such an idea can spring only from one of two lines of thought. 
One is that imported goods cannot be sold in this market unless they can be offered 
at prices lower than those prevailing on competitive domestic products. The 
other is that it is impossible to help one part of the economy without taking the 
benefit thus conferred away from another part. 

Both ideas are false. Within our domestic economy we have established fair- 
ness of trade as a basis of commerce rather than accepting cut-throat competition 
based on sweatshop wages. There is no question that in order to compete in 
this market it is not necessary to offer a bargain derived from lower wage costs. 
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The establishment of national minimum wages has gone far to eliminate wages 
as a basis of domestic competition. Commerce has certainly not suffered from 
this step toward fair competition. 

For this reason, the protection of our producers, including labor, against low- 
wage competition from abroad would not result in restriction of trade. By 
preserving the stability of the market we would enhance the value of this market 
to foreign exporters. 

In the domestic glassware industry, we are acquainted with the impact of low- 
wage competition from abroad. We faced it for years and we have suffered from 
it. Less than a vear ago, the glassware industry (pressed and blown branch) 
was in distress. The reason was that for the first time since the end of World 
War II, we faced a buyer’s market. Under such circumstances, any imports 
become a double threat to domestic industry. They threaten to absorb a greater 
part of the domestic market and also to break the price structure. 

We in the glass industry have only recently experienced such a situation. In 
the first half of 1950, unemployment spread rapidly in the glassware industry. 
Some plants laid off workers while others went on a 2- or 3-day week. From the 
best estimate available, man-hours declined over 25 percent. This is a con- 
servative figure. 

Was anyone hurt? What does injury mean? Certainly the employees who 
were laid off and those who were placed on a short workweek were hurt. Of 
course, for a time employers under such conditions are able to protect themselves 
by the very step of laying off workers and shortening the workweek. However, 
in time, prices break and this soon brings unquestionable injury to ownership. 
In the meantime, the workershave already suffered materially. 

It does not take a flood of imports to produce acute injury to the workers in an 
industry. If the buyer’s market remains while imports have the advantage of a 
low price, certainly injury will soon extend to ownership and management. In 
1950, a change in the economy as a whole for the better came about in time to 
save the industry from irreparable injury; but not in time to prevent injury to 
the workers. Now we are once more in what appears to be a seller’s market. 
No one knows how long it will last. One thing we can be sure of is that we are 
still in a highly exposed position and that when a buyer’s market returns we will 
again quickly feel the competitive impact of imports. 

Czechoslovakia continues to ship into this market and imports from that 
country will be able to exert their price advantage as soon as consumer price- 
consciousness reappears. Germany and Japan are rapidly rebuilding their pro- 
ductive capacity and both are continuing to ship into this market. So is Poland. 
Their competitive position will have been greatly bolstered over 1950 and we will 
take the consequences, unless a means is found of taking away from imports their 
power to do great competitive damage. 

Just as it is not necessary to enjoy a distinct price advantage over competitors 
in order to sell domestic goods successfully in this market, it is not necessary that 
imports enter under conditions that will injure our producers and workers in 
order to sell here. Why is it so difficult to understand this proposition? 

If it is not necessary to undersell domestic producers in order to compete with 
them in our market, and if it is not necessary to injure domestic producers in 
order to compete with them—if, in fact, the United States will offer a better mar- 
ket for imports when trade is conducted on a fair competitive basis and when 
domestic industry is not injured, why should we not establish the bases of fair 
— competition? 

Yertainly, this could be done. It could be done by taking the sting out of 
imports; and it could be done without restricting foreign sales in this market. 

ur principal quarrel with the trade-agreements program is that this program, 
because of the inflexibility of its administration, maintains and all but perpetuates 
the bases of destructive import competition. This inflexibility is demonstrated 
by the character of the escape clause and the conditions of its administration. 
The clause itself lays down onerous and almost impossible conditions for making 
a case under it. This is very unwise and only leads to a continuation of un- 
healthy competitive conditions 

Actually, the surest way of creating domestic economic conditions which will 
lead to a reduction in imports is to create or to continue existing bases of unfair 
low-price import competition. No foreign exporter can thrive in our market if 
the market is ruined by destructive competition. 

A study of the situation that confronted the glassware industry a year ago, 
indicates that either a higher rate of duty is necessary to prevent disruption of 
the market or an import quota, We think the latter would be more effective, 
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without actually cutting back the quantity of imports. The reason for this 
greater effectiveness is to be found in the positive knowledge that imports could 
not extend beyond a given quantity, say, a percentage of total domestic con- 
sumption. This certainly would lift much of the paralyzing fear that leads to 
drastic lay-offs and reduced hours of work. 

If a remedy of this character were made available, it might become possible to 
live with the trade agreements program. It might be possible then for some 
economic groups in this country to enjoy the benefits of the trade agreements 
without asking other segments to pay for them. This would go far toward re- 
moving the bitterness that is now felt by those who feel that their interests are 
being sacrificed for the benefit of other more powerful economic groups. It would 
go far toward giving substance to the widely expressed concern of the Government 
for the survival of small- and medium-size industry as contrasted with the pro- 
motion of the already large and concentrated industries, which are the principal 
exporters of industrial products. 

We suggest that a 2-vear extension of the program would be preferable to a 
3-year period since, in 2 years, a newly elected Congress will come into office. 
Unless modifications are made which will introduce flexibility into the escape 
clause, as suggested above, so that relief could be obtained to avoid or eliminate 
serious injury, it would be far better not to extend the act at all. 


Mr. Jenkins. What are the names of those gentlemen? 

Mr. Srrackpern. The president of the National Brotherhood of 
Operative Potters is Mr. James M. Duffy and Mr. Harry H. Cook is 
the president of the American Flint Glass Workers’ Union. 

Mr. Jenkins. They are both from my State. 

Mr. Srracksetn. I wish also to introduce at this point the resolu- 
tion adopted unanimously by the American Federation of Labor in 
Houston, Tex., last September, on the subject of import competition. 

Mr. Cooper. Without objection, it is so ordered. 

(The resolution referred to is as follows:) 


Reso.utTions Passep UNANIMOUSLY BY THE AMERICAN FEDERATION OF LABOR, 
Houston, Tex., SEPTEMBER 22, 1950 


UNFAIR FOREIGN COMPETITION 


Resolution No. 11, by Delegates Harry H. Cook, Arthur J. O’Hara, Ivan T. 
Uneapher, Ernest A. Merighi, American Glass Workers’ Union. (P. 23, first 
day’s proceedings.) 

UNFAIR FOREIGN COMPETITION 


Resolution No. 12, by Delegates James M. Duffy, Charles F. Jordan, Frank 
Duffy, Clarence Davis, National Brotherhood of Operative Potters. (P. 24, 
first day’s proceedings.) 

Whereas lower wages than those prevailing in the United States account for 
the principal competitive advantage enjoyed by foreign countries when they ship 
dutiable merchandise into our domestic market; and 

Whereas these lower wage scales permit dutiable goods to be sold at lower 
prices in this country than our own producers can meet without reducing wages 
or curtailing employment; and 

Whereas competitive imported goods that derive their sales advantage from 
lower wages are as destructive of our own labor standards as were sweatshop 
operators in this country before the adoption of a national minimum wage; and 

Whereas our labor organizations have no means of organizing the workers 
overseas in an effort to raise their standards and our minimum wage laws do not 
extend beyond our own country; and 

Whereas it is no more necessary that foreign exporters have a competitive 
advantage derived from low wages in order to sell in this market than it is for 
sweatshop operators to make a regular practice of grossly underselling fair em- 
ployers in order to compete with them; and 

Whereas a healthy import trade can be created upon a basis of fair competition 
and can, in fact, thus be expanded, just an the elimination of sweatshops in the 
domestic economy contributes to healthy economic expansion; and 

Whereas limitations on imports need not be restrictive in order to create com- 
petitive parity but on the contrary, by creating the basis of fair competition, 
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would contribute to the growth of trade in the international field no less than fair 
competition does in the domestic; and 

Whereas over 60 percent of the imports into this country are now and have long 
been free of duty because they represent goods in the production of which other 
countries enjoy a natural advantage of climate, soil or resources and which are 
ore a aaa to, rather than competitive with, the output of our own factories; 
an 

Whereas the remaining 40 percent of competitive imports, if unimpeded in any 
way, would leave our workers at the mercy of low-wage rivalry, a process that 
would have only one ultimate effect, namely, the impoverishment of our labor 
foree; and 

Whereas many members of unions affiliated with the American Federation of 
Labor know from direct and bitter experience the disastrous consequences of 
low-wage foreign competition which has not been properly offset by a rate of 
duty or other protective measure to insure its fairness: Therefore be it 

Resolved, That the American Federation of Labor, while fully recognizing the 
many economic benefits of a healthy foreign trade, declare its disapproval of such 
competitive imports as derive their competitive advantage from low wages pre- 
vailing abroad, unless this unfair advantage is appropriately offset or guarded 
against to assure competitive parity; that the undermining of labor standards 
through wage competition on an international scale cannot be accepted as a 
legitimate form of economic improvement; that it is not necessary, as a condition 
of selling successfully in the United States, to offer goods at prices that sub- 
stantially undercut the market; that the most healthy and voluminous trade can 
be built around fair competitive methods rather than seeking to base it upon 
price advantages that threaten loss of employment and reduction in wages; and 
finally that the American Federation of Labor express its concern over further 
tariff reductions that will expose our workers to unfair competition from foreign 
wages and thus undermine the wage standards built up in this country over the 
years. 

Referred to committee on resolutions. 


REPORT OF COMMITTEE ON RESOLUTIONS 


Your committee is in accord with and approves the principles involved and the 
objectives sought in these several resolutions. We fully recognize the many 
economic benefits of a healthy foreign trade. World economic stability cannot 
be regained without a large volume of sound international trade. 

However, we must not forget that competitive imports that derive their market 
advantage from low wages prevailing in other countries are a constant threat to 
our labor standards, unless this unfair advantage is offset or guarded against to 
assure competitive parity. 

We cannot accept international wage competition as a method of economic 
improvement since such competition, wherever it occurs, inevitably undermines 
the higher of the competing standards. International trade like domestic trade 
can be expanded most soundly on the basis of fair competition. 

Our import duties should prevent low-wage rivalry from abroad as our State 
and National minimum-wage laws seek to avoid such rivalry at home, to the end 
that our labor standards may be maintained and further improved. 

Committee Secretary Soperstrom. Your committee is in accordance with and 
approves the principles involved and the objectives sought in these several resolu- 
tions; and I move the adoption of the committee’s report. 

The motion was seconded and unanimously carried. 


Mr. Cooper. We will now hear from Mr. C. W. Gustkey. 
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STATEMENT OF C. W. GUSTKEY, PRESIDENT OF THE IMPERIAL 
GLASS CORP. OF BELLAIRE, OHIO, AND CHAIRMAN OF THE 
BOARD OF GOVERNORS OF THE AMERICAN GLASSWARE ASSO- 
CIATION 


Mr. Gustxey. My name is C. W. Gustkey, president of the nearly 
50-vear-old Imperial Glass Corp. of Bellaire, Ohio, and I appear in 
behalf of my own company and also as chairman of the board of 
governors of the American Glassware Association. Our association 
membership covers about 85 percent (by volume) of the manufac- 
turers of pressed and blown glassware. Thus I today represent 
America’s oldest industry, begun in 1607 in old Jamestown, Va. It 
does not include the manufacturers of flat glass commonly known as 
window glass, plate glass and other types of building glass, nor does 
it include the manufacturers of containers —bottles and jars for food 
and beverages. 

In times past, when representatives of the American Glassware 
Association have appeared before your committee, there has been 
some confusion about just what or who is included in the pressed and 
blown glassware industry. For you to more clearly understand the 
component parts of this industry, I hand you herewith a summary of 
the entire American glassware industry, compiled by the United 
States Department of Commerce in collaboration with the United 
States Tariff Commission. 

Mr. Reep. Would you like the summary inserted in the record at 
this point? 

Mr. Gusrkey. Yes. 

Mr. Coorerr. It is so ordered. 

(The summary referred to is as follows:) 
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Mr. Gusrxey. On this summary you will note that domestic produc- 
tion, imports and exports of glassware are shown for the years 1947 to 
1949, inclusive. You will also note that the entire American glassware 
industry in this country has produced a total of over $1,000,000,000 
annually for each of these 3 vears. On the third line down you will 
note the heading “Pressed and blown glassware.” It is this part of the 
industry I wish to talk with you about. Such produces tumblers, stem- 
ware, table, kitchen, cooking, and art ware, illuminating ware, techni- 
eal, scientific, industrial, and other miscellaneous ware made by the 
pressed and blown processes. This American pressed and blown glass- 
ware industry has an annual production valued at approximately 
$250,000,000. The amounts of each of the several divisions thereof 
are clearly indicated. I ask you now to carefully note the imports 
and export totals for the vears 1947, 1948, and 1949. Under “‘machine 
made” tumblers, stemware, table, kitchen, cooking, and art ware, the 
total imports have not exceeded $8,300 and the exports have from a 
high in 1947 of $18,776,000 steadily declined over the last 3 years to 
$9,875,000—a decrease of approximately 50 percent. Under “hand 
made” tumblers, stemware, table, kitchen, and art ware, you will 
note that the imports were $3,328,000 in 1947 and in 1949 were 
$2,583,000. I call your particular attention to the footnotes 6 and 7 
in which it states that in the vear 1947 there was as a matter of classi- 
fication included in the 1947 figure $750,000 of glass jewelry and this 
amount should be taken out of the $3,300,000 (plus) imports in order 
to have the totals for 1948 and 1949 comparable. This then reduces 
the import total of 1947 to a little less than $2,600,000. I ask you to 
look in the column headed “Exports” for the same years. In 1947 
they were $1,107,000 plus, in 1948 $408,000, and in 1949, $346,755. 
The facts are, gentlemen, the export business in hand-made glass 
tumblers, stemware, and other related items has declined in the last 
3 vears by practically 60 percent. 

Illuminating glassware figures and technical and scientific glassware 
figures show a definite balance distinetly favorable to exports, for we 
have imports in the former of $1,500,000 and exports of $4,089,583. 
In technical glassware and its kindred classifications, imports are 
$1,797,000 and exports of $7,303,000 for 1949, which however, it must 
be noted, is about 45 percent less than they were in 1947. It is clearly 
evident from these facts we present to you, that the hand-made 
tumbler, stem, and other table and kitchen and art ware manufactur- 
ers section is the part of our American glassware industry most seri- 
ously affected by tariff reductions made in trade agreements, and that 
these losses in business are not compensated for by the opportunities 
to export. In other words, the domestic market is today the only 
market in which American hand-made glassware manufacturers can 
sell their products. This is why we have continually urged proper 
safeguards for our industry in any and all tariff legislation. Duties 
on the products of this section of our national glass industry have been 
reduced through various trade agreements at Geneva and Annecy 
from about 60 percent in the 1930 tariffs to 35 percent and I under- 
stand that duty rates on certain products of this industry, which have 
not heretofore been cut the full 50 percent allowable under law, are 
beiig considered for further reduction at the Torquay, England, 
conference now in session. I point out to you that the annual hand- 
made glassware dollar volume has been reduced about 12 percent and 
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in the years 1948 and 1949 the industry was reduced about 13 percent. 
The figures for 1950 are not yet available from the Tariff Commission 
or the Department of Commerce, but from a report kept by our Ameri- 
can Glassware Association (comprising about 85 percent of the 
manufacturers), an 8-percent loss of business, under 1949, is forecast. 
So, the total loss from 1948 to 1950 can be estimated at about 18 
pereent. For the years 1948 and 1949 imports have increased ap- 
proximately 9 percent. Imports for 1950 have increased over 1949 
(for 9 months) 11.6 percent. 

Here 1 would like to insert in the record some recent information 
that was made available to us today. 

(The information referred to is as follows:) 


Table and art glassware:' United States imports for consumption? bu principal 
sources, in 1949 (total and monthly average), and July, August, and Seplem- 
ber 1950 


1949 


All countries 
Number of pieces ! 
Unit foreign value 


Total foreign value 


Principal sources: 
Czechoslovakia 7h, 2 | 39, 853 
United Kingdom M4, 67 33, 723 
Sweden 257, 632 | 21, 469 
Beleium 214. 5 | 17.44 
Italy 7 15, 598 
France . LK 15, 344 
Germany 3, 497 0, 458 
Portugal a 7, 345 
Netherlands 13, 3$ 9, 450 
Finland 527 4 298 
Japan 25, 405 17,117 
Poland 77 & SOR 
Hung iy ,a13 7. 9 
Canada * 355, 488 | 20, 458 


All other 89, 025 7, 419 


' Covers imports under tariff pars. 218 (d), 218 cf) (except Christmas tree ornaments), 218 (g), and certain 
classes under 230 (d), all of which consist largely of table and art glassware. 

? Preliminary 

3 About 10 percent (by value) of all imports are not reported by quantity and are therefore excluded from 
these data, 

‘Imports consist largely of glass television tnbes 

Source: Official statistics of the U. 8. Department of Commerce. 


Note.—Imports for the first 11 months of 1949 amounted to $2,666,000; for the first 11 months of 1950, 
they amounted to $3,165,000, 


These figures are: 9 months, 1949, $2,119,350; 9 months, 1950, 
$2,364,981. Gentlemen, this alarms our American hand made manu- 
facturers, for it shows that imports are increasing and American 
business is declining at a much faster ratio. American hand made 
glass producers frankly cannot see that our so-called reciprocal 
trade agreements program has in any way benefited them, in fact 
they declare that it has injured them. 

Now, just what sort of injury is inflicted upon this industry by 
imports? I perhaps can refer to nothing better, to convince you, 
than a recent decision made by the United States Bureau of Customs 
in relation to the importation of Czechoslovakian glassware. Begin- 
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ning last fall, large quantities of Polish and Czechoslovakian glassware 
began to appear on the market at ridiculously low prices. Samples 
were purchased in department stores and were cost figured in American 
factories and this data was submitted with appropriate explanation to 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


the United States Bureau of Customs, whic 


showed as follows: 





Cost in conn- 

oy of origin 

allowing 40 
percent of 


landed cost 
for duty, in- 


No of hours 
times aver- 
age Czecho- 
slovakia 
wage 36 
cents per 


Number of 
hours times 
average Pol- 
ish wage 30 
cents per 


surance and 
freight, ete. 





_—— 


18-ounce handled beer mug (Czechoslovakia). .._. per dozen $1.7 
Candy dish and cover (Poland) per set_. 1. 
&inch berry bow! and 6 5-inch wnteee a. : 3.8 
10-inch shallow bowl (Poland)... in 1. 
#inch esh tray (Polend)................... 
6-inch vase (Poland) 

Decanter and stopper (Czechoslov akia) 

17-ounce half sham hiball ( Czechoslovakia) --_-_-.. 


4 





per dozen. 











Mr. Reep. Is it not true that Poland is making glassware and 
selling it by the pound? 


Mr. Gusrxey. Yes. We testified to that last vear before the Labor 


and Education Committee and proved it to their complete satisfac- 
tion. 

This factual summary will show you clearly the basis which con- 
vinced the Customs Bureau that there was positive indications of 
dumping and caused them to issue to appraisers at our various ports 


the following statement: 
* * * the settlement of customs duties on the glassware in question from 
Czechoslovakia is being suspended and such glassware will be released to importers 
only if they post special bonds to protect the revenue pending a determination of 
whether any special dumping duties are assessable on such glassware under the 
Antidumping Act, 1921. 
These items were representative of an important class of ware and 
here follows the price actually paid for these imported articles in retail 
stores, and the prices at whic the same articles would have had to 
sell for, if made in this country by Americans at American wage levels: 
Mr. Jenkins. This would be an illustration whether or not you can 
furnish unit costs on any item, as Mr. Forand requested. These are 
the unit costs? 
Mr. Gustxkey. Yes; these are. 





| Retail price | Retail price 
to consumers | to consumers 
on American | on foreign 
article article 


$11.00 
25. 00 
22, 00 
170, 00 
42. 50 
10. 50 
29. 50 
48. 00 
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17-ounce half sham hiball 
18-ounce handled beer mug_. 
Candy dish and cover... 

8-inch berry and 6 5-inch nappies 
10-inch shallow bow1_. oa 
4-inch ash tray 

6-inch vase 

Decanter and stopper 


- 
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Gentlemen of the committee, you can see from these established 
facts that an industry cannot long survive which has to meet such 
unfair competition. You can rightfully ask: Would you have been 
protected in your industry against these low priced foreign articles 
even had the tariff rates of 1930 been applicable? My answer is, 
“No.” And if such outlandishly low prices as these prevailed on all 
roods from all countries imported to our market, we would be out of 
easkaese now. 

Mr. Reep. You would be put out of business and would they not 
raise their prices? ; 

Mr. Gusrxey. They would; they undoubtedly would. 

But we can see no reason why this branch of the glassware industry 
should have to have any reductions when foreign countries can well 
get business under such favorable terms. Yet for some reason or 
other, even now at the Torquay Conference, many of the items of 
table, stem, ornamental glassware are being used to bargain for 
concessions from other countries. Certainly our chances of meeting 
this foreign competition would be better at higher tariff rates than 
if they are made lower in trade agreements. 

Each time the Trade Agreements Act has come before your com- 
mittee, this industry has appeared and presented numerous reasons 
why, in our opinion, continuation of the program would work a 
hardship to our manufacturers and employees. You can refer to 
appearances before your committee in 1945 and 1947. In the remarks 
of the gentlemen who have appeared before you on these past two 
occasions there are set forth all the reasons, clearly stated, and what 
they said is just as true today as it was then. For me to take your 
time to recite them is redundant, for if you are interested, the pub- 
lished reports are available to you. 

Mr. Jenkins. Right in that connection, I have heard reports, and 
I do not know how well founded they are, that it is almost apparent 
that there were some influences somewhere in the State Department 
and they have just about set their mind to ruin the glass business in 
this country. bo you know anything about that? 

Mr. Gusrxkey. I could not honestly say in so many words that that 
is so, but we have been told substantially that we are a part of a 
craft industry; a big integrated thing in this country consisting of 70 
or 80 hand-made operations, and as such we are going to have to be 
forfeited to the foreign markets because of the fact that America is 
strong and the biggest and best in automatic processes; thus, the 
hand-made products will be produced by the countries that have not 
the wherewithal to invest in machinery and become mass producers, 
but do have ability to work with their hands. We have been very 
definitely told that. 

Mr. Jenkins. You say you have been? 

Mr. Gustkey. Yes; we have been told that. 

Mr. Jenxtns. If that is the case, if these trade agreements continue 
with the same group in authority it would seem to me that your 
industry has been marked for destruction and you will be in the same 
category, where Henry Wallace, when he testified before our com- 
mittee 7 or 8 years ago, said that any industry in the United States 
which could not stand on its own feet ought to die. 
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Mr. Gustxey. That is almost the exact wording that has been 
directed to us several times. We fear just the situation you allude to. 

For example, here, Dr. Steelman wrote to Congressman Staggers 
last March 24 and he said, and I am quoting directly from a photo- 
static copy of his letter: 

I am convinced that there is more hope in the direction of attracting new 
industries of different tvypes— 
into Congressman Staggers’ territory, his congressional district— 
than in attempting to support the hand-made glass industry. 


He goes on further to make statements that we are led to believe mean 
that Dr. Steelman, writing from the White House, says there is abso- 
lutely no hope for us. We must be the goat. 

Mr. Jenkins. Just to sum that up, vou are an industry that employs 
about how many people? 

Mr. Gusrkey. Fifteen thousand. 

Mr. Jenkins. Fifteen thousand people? They are highly skilled, 
most of them? 

Mr. Gusrxey. Dreadfully skilled. 

Mr. Jenkins. And they draw wages commensurate with their skill? 

Mr. Gusrkey. That is right. The average wage is about $1.43. 

Mr. Jenxrns. You have no strikes or discord of any kind? 

Mr. Gusrxey. We had our first little disturbance last fall, that 
lasted just a short time. That was our first disturbance in 40 years. 

Mr. Jenkins. The first in vour company in 40 years? 

Mr. Gusrxey. In our whole industry. 

Mr. Jenkins. About how much is invested in this industry in this 
country? Ido not need an exact figure, but just give me an estimate. 
How much would you estimate? 

Mr. Gusrxey. I would estimate, Mr. Jenkins, based on the invest- 
ment in our own company, that the investment would run around 
$70,000 per employee. That is $70,000 times 15,000. 

Mr. Jenkins. Yes. 

Mr. Gusrxey. Whatever that would be. 

Mr. Jenkins. That would represent a highly skilled organization. 
It must be compact, and consequently it is susceptible to the economic 
storms. 

I do not want to discourage you, but if what you say is true I have 
no doubt about it that if we do not change these reciprocal trade 
agreements programs you fellows are on your way out. 

Mr. Gusrxey. Very definitely, along with China, as you will 
probably hear tomorrow. 

Mr. Jenkins. Yes. 

Mr. Gusrxey. I would like, however, to briefly and clearly restate 
the position of this industry with regard to tariff reduction in trade 
agreements. It is: The American Glassware Association opposes 
tariff reductions on any glassware, where the imported ware is in 
direct competition with a domestic product, largely or substantially 
made by hand or machine, when the nature and extent of the pro- 
posed reduction will make it difficult for a United States producer 
of comparable items to operate at a reasonable profit and maintain 
the current high wage scales which the United States labor must 
receive in our present economy. 
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Numerous times representatives of the American Flint Glass Work- 
ers’ Union of the American Federation of Labor have appeared before 
this committee and told you how seriously their 30,000 members are 
affected by the low prices at which imported glassware is sold in this 
country; made possible only by the terrifically low wages paid for 
similar work in foreign countries. I believe it is a fair statement that 
the higher level of wages in the most progressive countries of Europe 
does not exceed an average of 50 cents an hour for skilled glass work- 
ers—and [ am referring to England—while in this country our average 
is approximately $1.40 per hour. At least 65 cents of our every sales 
dollar collected, is today paid by us to our workers. It does not take 
a highly educated economist to see that with this wide discrepancy in 
foreign-American wages, the American handmade glassware industry 
is doomed unless it receives a tariff protection which will to some 
degree equalize the low wages paid abroad with the high wages paid 
in this country. 

The gentleman on my right asked the previous witness about the 
loss of wages to glass workers due to imported merchandise, 

Based on an importation of about $5,000,000, which is exactly 
what we are going to have at the end of 1950, when we see the figures, 
and when we translate it into landed cost, 65 percent of that $5,000,000 
is lost wages to union skilled American glass workers. 

Mr. Jenkins. This is a well-recognized fact, that the glass industry 
and the pottery industry and the brick industry has a percentage of 
wages which is a higher component in the cost of that article than 
anything else, by far? 

Mr. Gusrkey. That is right. 

Mr. Jenkins. And practically no other industry compares with it? 

Mr. Gusrkey. The only one close to us is the building trades, and 
they only run about 57 percent compared to our 65. 

There certainly can be but little quarrel in providing a forum in 
which various countries can discuss and try to encourage unhampered 
foreign commerce. But we in the glassware industry feel that we 
have made more than our contribution toward this end by the cuts 
that have already been made in existing trade agreements. To suffer 
further cuts, even in contemplation, places this industry in a very 
unfavorable position and one in which I predict it cannot long sur- 
vive. If enactment of your proposed legislation to extend trade agree- 
ments means more cutting of tariffs, we oppose it. However, if the 
Ways and Means Committee will place in the bill definite provisions 
which will equalize conditions abroad and here at home so that these 
imported goods will compete in our markets on a fair basis, we can 
offer no honest opposition. 

You properly can ask, ‘What would you suggest as proper safe- 
guards which would enable the glassware industry to continue to 
operate in a sound and logical manner and with a fair net return on 
gross sales?” 

First, we believe there should be established some court of appeal, 
so if mistakes are made they can be quickly rectified. At present 
the escape clause is placed in trade agreements only by Executive 
order. We believe that this requirement should be included in the 
act itself. 

Further, we maintain that every effort to get and consider facts 
should be made prior to making a trade agreement so that as few 
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mistakes as possible will be made. You may counter this suggestion 
by saying that the Committee for Reciprocity Information fully 
takes care of this suggestion. With this we do not agree. There is 
no question but that the Committee, to the extent of its ability, care- 
fully listens to and considers suggestions and evidence presented to it 
by industry, but it is impossible for these men, unless they are special- 
ists in each segment of the industry which appears before them, to 
fully understand the evidence presented to them. We have no quarrel 
at all on the treatment which we have received from this committee, 
but we find on it no one who is familiar with the details of the glass- 
ware industry to analyze the evidence and the economic effects which 
can evolve from it so that the proper action can be taken at trade con- 
ferences. 

We firmly believe that much of the confusion and many of the hard- 
ships that have been created by tariff reductions could have been 
avoided, if a proper department of the Government had been created 
to carefully analyze industry and the effect tariff reductions would 
have on the domestic production in question. 

For vour careful consideration, we propose that thought be given 
by your committee to an amendment to the Trade Agreements 
Extension Act to establish what we might call a National Tariff 
Authority. This authority to operate very much like the Interstate 
Commerce Commission, i. e., and other similar agencies that are 
authorized by the Congress to impartially regulate many elements of 
our domestic economy. The Congress has, under the Constitution, 
been delegated certain powers. In the early history of our country 
when business, banking, transportation had not reached the com- 
plexities that now exist, it was perfectly possible for a man in Congress 
to acquaint himself sufficiently with the details of these various phases 
of our economy and arrive at his own and wise conclusions concerning 
them, and so cast his enlightened vote. 

As the country grew and our many problems became much more 
intricate, more and more the pressure of affairs on Congress led them 
to think about how they could delegate some of their authority under 
the Constitution so that more careful and better attention could be 
paid to the details so necessary to successful operation and still be 
within the requirements of the Constitution. It finally led Congress 
in 1916 to create a United States Tariff Commission composed of six 
Commissioners, no more than three of whom could be from the same 
political party. Its duties were to investigate the operation, admin- 
istration, fiscal, and industrial effects ef the United States customs 
law; ‘its services were put at the disposal of the President, the House 
Ways and Means, and the Senate Finance Committees. Then, the 
raising or lowering of tariffs was definitely discussed, for each article, 
on the floor of Congress. The guidance supplied by the Tariff Com- 
mission was deeply appreciated and helpful to the Members of both 
Houses. 

At that time, there was pretty much a line of demarcation in the 
party platforms on tariff. It was pretty generally accepted that the 
Democrat was for free trade, and the Republican supported high 
tariffs. 

In March 1934, during depression’s darkest days, President 
Roosevelt suggested to the Congress that the United States be put in 
the position of being able to set tariffs by bargaining with other 
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countries in executive commercial agreements. This act was speci- 
fically to be an emergency measure only, its life 3 vears, as an essential 
step in the program of national economic recovery. In June of 
that year the Congress enacted the first Trade Agreements Act, in 
which Congress delegated its tariff making power for a specified time 
and provided that duties could be raised or lowered by 50 percent of 
the then established rates. By this act, the Congress was relieved 
from much detail in regard to duties on all products. Unilateral 
agreements were made. Then shortly, most-favored-nation treat- 
ment extended these agreement privileges to most other countries. 

Such a method of making trade agreements continued until the 
Geneva conference, when a form of multilateral agreement was evolved 
and regulations were established for conducting “these agreements by 
the general agreement on tariff and trade, commonly called GATT. 
Following GATT, came discussion of a national trade organization 
charter. The complexity of making trade agreements in this fashion 
required a tremendous amount of analysis and work, the results of 
which means the continuation of a prosperous United States national 
economy. We believe that in order to properly collect and analyze 
the facts in connection with all these industries, we now need the 
establishment of the group which we earlier suggested, a National 
Tariff Authority. It is well-nigh impossible for anyone without 
specialized training in these various industries, to get all the facts 
and evaluate them in relation to a continuing prosperous United 
States economy. 

Having arrived at this conclusion, a national tariff authority, by 
proper de legation of authority from the Congress, should be placed in 
a position of having its findings become mandatory upon the President 
in tariff and other matters to which the Congress delegates its consti- 
tutional duty. 

Provisions should be made in the delegation of this authority bv the 
Congress, that it can at any time, by appropriate act, change a deci- 
sion which has been made by the National Tariff Authority and that 
any industry, through the Federal courts can appeal any decisions 
made by the National Tariff Authority in case an injustice is done it 
and the National Tariff Authority declines further relief. 

It is our opinion that such a National Tariff Authority should be 
composed of nine men appointed on a nonpartisan basis, and dependent 
upon the qualifications of each man’s ability and not on his political 
affiliations. 

These appointments should be submitted by the President to the 
Senate, where they would be perused as carefully as a Supreme Court 
Justice qualification is by the Senate. I believe that it is perfectly 
possible to secure the services of qualified men who would face the 
facts regardless of their personal leanings and serve their country with 
honor and distinction. 

The establishment of such an authority would place Members of 
Congress in a position of answering constituents regarding tariff prob- 
lems (with which they are, in many instances, not too familiar—nor 
could they be, because of the extent of the knowledge required) by 
simple referral to this expert body. The Congress would have done 
its full duty because it would have established a department with regu- 
latory and legislative power to handle this very complicated and im- 
portant subject of tariff and tariff regulation. It is our opinion that 
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such a body would relieve a great deal of presssure that is placed on 
Congressmen now and that they could honestly feel that they had done 
all in their power to relieve alleged injustices that are brought to their 
attention as a result of lowering tariffs and trade agreements. 

American manufacturers should not be denied the right to protest 
changes in duties felt harmful, as they are now. The advantageous 
flexible provisions enjoyed under the 1930 act should be restored in 
any extension of the present Trade Agreements Act and we submit 
that 3 years is far too long a time to extend the present act. We do 
not agree that our present reciprocal trade agreements are a funda- 
mental part of the future economical prosperity of our Nation. Be- 
hind the shield of the military power of ourselves and our allies, we 
must think clearly of our own Nation’s personal security and of our 
own domestic welfare and prosperity, ere we continue too far along the 
road of being duped into having given away our very own basic 
economy, the greatest power of all times, our greatest weapon. 

I deeply appreciate the time which you have given me to explain 
our industry’s thoughts in the matter and I shall be glad to answer 
any questions that may have arisen in your minds regarding my 
statement. 

More and more as I visit and listen to your hearings am I, as a young 
American, impressed with your great understanding and your great 
desire to cooperate to the greatest good for all Americans. 

Thank you very much. 

Mr. Cooper (presiding). Does that complete your statement? 

Mr. Gusrxknry. It does, Mr. Cooper. 

Mr. Jenxins. Mr. Chairman? 

Mr. Cooprr. Mr. Jenkins? 

Mr. Jenkins. I just wish to state that Mr. Gustkey is recognized 
as one of the outstanding authorities on the subject about which he 
is testifying. 

I have prepared a few questions which I would like to ask him, and 
get his answers, but that would take time. I ask unanimous consent 
that I submit these questions to him. 

Mr. Gustkny. | would be happy to get the answers. 

Mr. Jenkins. And have the answers put in the record. 

Mr. Coorrr. Without objection that will be done. 

(The information referred to above, when received, will be placed 
in the committee files.) 

Mr. Cooper. If there are no further questions, we thank you for 
your appearance and the information you have given the committee. 

Mr. Gustxkey. Thank you, sir. 

Mr. Cooper. The next witness is Mr. J. T. Sanders. Is Mr. 
Sanders here? 

Mr. Sanders does not reply. 

The next witness is Mr. John J. Riggle. 

Mr. Riggle, please give your name, address, and the capacity in 
which you appear. 
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STATEMENT OF JOHN J. RIGGLE, ASSISTANT SECRETARY, NA- 
TIONAL COUNCIL OF FARMER COOPERATIVES, WASHINGTON, 
D. C. 


Mr. Riaeie. Mr. Chairman, my name is John J. Riggle, assistant 
secretary of the National Council of Farmer Cooperatives, which is 
comprised of associations in the United States marketing farm 
products and purchasing farm production supplies. My address is 
744 Jackson Street NW, Washington. 

I might say that our associations not only market supplies which 
enter into export trade, but also buy supplies which enter into import 
trade. They are interested in both phases of this problem. 

As a matter of policy the national council believes that international 
trade in agricultural products, both exports and imports, should be 
encouraged, aided, and stimulated by Government in every legitimate 
manner designed to serve the best interests of the agricultural industry 
of the Nation and the consuming public. 

The strength of the Nation, we believe, lies in the flexible but 
fundamental balance in production and consumption of agricultural 
products and other raw materials on the one hand, and industrial 
products on the other. No other nation has attained this balance 
at a high level of production and consumption and hence has never 
reached the economic stature of the United States. Agricultural pro- 
duction and processing have contributed most substantially to capi- 
talizing the Nations economic structure, the employment of people 
and have furnished a great share of the markets for both hard and 
soft industrial goods. We have never maintained prosperity when 
agriculture and raw materials industries were in a slump. 

We are neither extremely nationalistic nor internationalistic if we 
believe that the present status of domestic and world affairs requires 
that we maintain stability and balance in agriculture, industry, and 
the other segments of our economic activity, and that the general 
participation of all groups, contributing to policy making in the 
production and use of our production, is fundamental. 

This follows in international trade arrangements as well as in 
domestic affairs. We believe that scrutiny of such arrangements 
should be brought closer to the people through their elected repre- 
sentatives. We respectfully urge that the United States Senate as 
elected representatives of the people be given the responsibility of 
reviewing the effect of trade treaties negotiated under the Trade 
Agreements Act and approving them when in the national interest. 

We believe that the criteria used should include one that no agri- 
cultural commodity should be included in a negotiation or on a bar- 
gaining list for trade agreement consideration the actual or potential 
production of which is certified to be equal to domestic consumption 
or a substantial portion thereof, or to be necessary to national defense. 
The certification could well be made by the Secretary of Agriculture 
in the one case and by the Secretary of Defense in the other. 

We believe also that each trade agreement should contain a revised 
escape clause providing that when the importation of any product 
causes or threatens to cause serious injury to a domestic industry, 
its employees, any nation party to the agreement may to the extent 
and for the period necessary suspend, modify, or withdraw the con- 
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cession. As stated above we believe a revised escape clause is neces- 
sary in order that we can maintain the investments of producers, and 
the jobs of workers against the sudden onslaughts and drives from 
without the country to seize a market already economically and 
substantially served. 

In furtherance of this function we believe that the Tariff Commission 
should be maintained as an agency of Government for the rapid 
determination of facts for the use of Congress, administrative agencies, 
and the general public, and to this end should be relieved of any 
responsibility in the negotiation of trade agreements. As a fact- 
finding agency of unquestioned authority, we feel that the Tariff 
Commission can make its most valuable contribution to maintaining 
our economic stability in a rocking and shifting international situation. 

Mr. Cooper. Does that complete your statement, Mr. Riggle? 

Mr. Riaeue. Yes, sir. 

Mr. Coorrer. Are there any questions? 

Mr. GranGcer. I have a question. 

Mr. Cooprer. Mr. Granger of Utah will inquire. 

Mr. Grancer. You are representing the co-ops, did you say? 

Mr. Riaawe. Yes, sir. 

Mr. Grancer. Is your organization a part of the National Farm 
Bureau Federation? 

Mr. Riaa@ue. No, sir. 

Mr. Grancer. Not a part of it? 

Mr. RiaGue. No, sir. 

Mr. Grancer. Do you represent the milk co-ops of the country? 

Mr. Riaeuer. No, sir; they have a separate federation of their own. 

Mr. Grancer. You are not speaking for any segment of the Farm 
Bureau? 

Mr. Rie@Gue. Sir? 

Mr. Grancer. You are not speaking for the Farm Bureau or any 
part of it? 

Mr. Riceie. No, sir. We have 17 different commodity divisions 
in our organization, which cut clear across the different commodities. 
Some of them are active members of both organizations; that is, the 
milk federation and ours, or the grain federation; but they are not 
affiliated organizations. The national federations are not affiliated. 

Mr. Grancer. The only question I had in mind was that the 
Farm Bureau was here speaking for the bill. If your organization 
was a part of it I did not understand why part would be for it and 
part against it. 

Mr. Riaeie. We have not said that we are necessarily against 
trade agreements. What we have suggested is some modifications, 
Mr. Granger. 

Mr. Grancer. I understand. That is all. 

Mr. Coorer. We thank you for your appearance and the informa- 
tion vou have given the committee. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, at 5:02 p. m., Thursday, January 25, 1951, an adjourn- 
ment was taken until 10 a. m., Friday, January 26, 1951.) 
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1951 EXTENSION OF THE RECIPROCAL TRADE 
AGREEMENTS ACT 


FRIDAY, JANUARY 26, 1951 


House or RepREsENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Jere Cooper presiding. 

Mr. Coorrer. The committee will please be in order. 

The first witness is Senator Malone. Please give your name, 
address, and the capacity in which you appear for the benefit of the 
record, sir. 


STATEMENT OF HON. GEORGE W. MALONE, UNITED STATES 
SENATOR FROM THE STATE OF NEVADA 


Senator Matonge. Mr. Chairman, my name is George W. Malone. 
I am Senator from Nevada. 

Mr. Coorrer. You may proceed. 

Senator Matone. Mr. Chairman, I appear here today to voice my 
disapproval of the proposed extension of the 1934 Trade Agreements 
Act, the so-called Reciprocal Trade Agreements Act. The bill, H. R. 
1612, which provides for the further extension of this short-sighted 
and dangerous free-trade policy, should not be approved by the 
Congress. 

In my testimony I want to point to some of the dangers that 
confront the workingmen and the investors of the United States under 
the continuance of this policy, and I also want to indicate one possible 
solution of the problem of tariffs and import fees; the use of a flexible 
system of import fees and tariffs. 


SUMMARY 


I shall address myself to the dangers inherent in the 1934 trade- 
agreements program and how they can be avoided, and I shall discuss 
the following main points: 

1. The function of a tariff and import fee to provide that differential 
of cost of production due largely to the difference in wage-living 
standards. 

2. The constitutionality of the act in transferring the constitutional 
responsibility of one branch of government to another. 

3. The danger of free trade between nations of vastly different 
wage standards of living. 

4. Tariff reductions destroy the incentive for the investment of 
private capital and make Government financing of industry in- 
evitable. 
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5. Destroys the standard of living of the American workingman 
and shifts his job to foreign soil. 

6. “Reciprocal trade” is a misnomer, since it neither provides for 
trade, nor is “reciprocal” in its effect. 

7. Safeguards such as the “peril point’’ provision are not effective, 
since they only require the President to offer explanations to Congress. 

8. The most-favored-nation principle is completely opposed to 
reciprocity, if any existed. 

9. Only a reoccurring war economy has averted a complete collapse 
of our national economy under this tariff procedure. In_ peace- 
time the products of the low-wage-living-standard countries displace 
American workers. 

10. The 1934 Trade Agreements Act should be allowed to lapse 
and we should substitute therefor the flexible import fee principle, 
thus providing a floor under wages and investments and assuring fair- 
ness in foreign competition. Under the flexible import fee method no 
consideration is given a high tariff or a low tariff, but it is designed 
to represent the differential of cost of production between this Nation 
and the competitive areas on a basis of ‘fair and reasonable’’com- 
petition. 

Now I shall talk about each of these points, although not necessarily 
in the same order. 

Senator Matonr. Mr. Chairman, the tariff or import-fee question 
is not new in this country. It is simply a question of the principle 
upon which this country shou!d operate to preserve the national 
economic system. 

Tariffs are for the protection of wages and investments. From the 
earliest years of our Republic tariffs have been an important issue and 
legislution was adopted in some form by the Congress of the United 
States. In 1892 we find the first mention of the flexible import fee 
principle. This simply stated that duties should be levied to equal 
the difference between wages abroad and at home. 


FREE TRADE VERSUS FLOOR UNDER WAGES AND INVESTMENTS 


There are two prevalent theories in this country and each one has 
had its adherents almost from the beginning. One was called free 
trade, allowing all nations to compete freely; that is to say without 
tariffs or import fees to make up any difference of cost of production 
between this country, whatever product it may be, and the competi- 
tive country where there may be a differential in the production 
cost due in a large measure to the difference in the wage standard of 
living. 

1934 TRADE AGREEMENTS ACT—ECONOMIC STRUCTURE 


Mr. Chairman, it is my firm belief that the 1934 Trade Agreements 
Act enacted by the Congress of the United States, transferring its 
constitutional responsibility to regulate foreign trade to the executive 
branch of the Government, and as it is being administered by the 
State Department, is wrecking the economic structure of the Nation. 

Mr. Chairman, free trade, without a tariff or import fee to make up 
the difference between the wage standard of living in this country and 
competitive areas, can only mean that in the long run, “one economic 
world” will result with all standards of living in every country the 
same, and our own wage living standard substantially reduced. 
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TARIFFS ARE A FLOOR UNDER WAGES AND INVESMENTS 


The principle upon which the investments of this country were based 
was a floor under wages and investments, called a tariff or import fee 
for convenience but actually representing the differential of cost 
between the production of an article in this country and in the com- 
petitive nation, mostly due to the differences in the wage standard of 
living. The tariff or import fee, then, is simply a floor under wages 
and investments, which allowed us to lift our wage living standard 
above other nations in accordance with our resources and energy. 


CONGRESSIONAL RESPONSIBILITY OVER TARIFFS 


Such a floor under wages and investments can only be rightly ad- 
ministered under a commission or authority with enough latitude to 
determine that differential of cost on a definite principle laid down by 
the Congress. The tariff or import fee should be determined on the 
basis of ‘‘fair and reasonable’’ competition under the conditions laid 
down by Congress—the branch of Government charged by the Con- 
stitution with the regulation of foreign trade—or by some authority 
set up by Congress, because the Constitution not only gives Congress 
authority but actual responsibility to “‘regulate commerce with foreign 
nations.” 


CAN CONGRESS TRANSFER TARIFF-MAKING POWERS? 


There is even some question about authority under the Constitution 
or latitude under the Constitution for Congress to transfer that 
constititional responsibility to the Executive. However, this has 
never been pressed and has not been argued before the Supreme 
Court. But whether it is constitutional or not, it is a very unwise 
procedure in my opinion, for the one branch of the Government as 
established by the Constitution—the other two, of course, being the 
executive and the judiciary—to transfer its constitutional authority 
to another branch of the Government. Congress has done this, by 
surrendering its duty to regulate foreign commerce to the executive 
branch, which in turn has turned it over to the State Department. 


STATE DEPARTMENT HAS POWER OVER LIFE AND DEATH OF DOMESTIC 
INDUSTRY 


The State Department under this 1934 Trade Agreements Act, 
with vast powers and with no principle laid down by Congress what- 
ever, has the power to determine what industries shall be sacrificed, 
on the altar of one economic world. ‘The desirability of one economic 
world is a theory that a few people in this country hold to, but is 
mostly held in other countries where the standard of living is definitely 
lower, so that they can only win by a leveling of such standards. 


RECIPROCITY A CATCH PHRASE 


“Reciprocal”’ trade is simply a catch phrase to sell ‘free trade” to 
the American people under the powers granted the executive branch 
of the Government through the 1934 Trade Agreements Act. I call 
to your attention, Mr. Chairman, that the words “reciprocal trade” 
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do not occur in that act and have no reference to it whatever, and it 
does not operate in any reciprocal manner. 


SWEATSHOP FOREIGN LABOR AGAINST AMERICAN LABOR 


Everyone, of course, is for true reciprocity, so it is a very smart 
catch phrase for selling free trade to this country. Smart operators 
in business are at this time manipulating costs and setting the world’s 
sweatshop against American labor standards through manufacturing 
or producing goods in the low-wage-living-standard nations and selling 
them in the United States through manipulated tariffs and import 
fees. This manipulation is a world-wide plan to lower the wage-living 
standards of this country. 


PERIL-POINT PROCEDURE IS NO SAFEGUARD 


Mr. Chairman, there has been a great deal of discussion about 
the matter of the “peril-point’”’ amendment. 

The Senate has discussed this feature. The peril-point provision 
simply provides that the President of the United States write the 
Congress if the tariffs or import fees are being lowered by the State 
Department beyond the point of peril to any industry, and tell 
Congress why he had done so, there is no directive involved. 

It would simply mean that the President would write Congress and 
describe the tariff cuts he, with the aid of the State Department, is 
bringing about. Thus the peril-point procedure would have no prac- 
tical effect whatever, because the firm intention of the State Depart- 
ment, in my opinion, is to bring about that leveling of living standards. 


UNDER FLEXIBLE IMPORT FEE PRINCIPLE PERIL POINT WOULD BE 
MINIMUM TARIFF 


Under the flexible import fee principle, of “fair and reasonable’’ 
competition, which has been proposed in the Senate through Senate 
bill 1965, Eighty-second Congress, the peril point actually determined 
by the proposed Foreign Trade Authority under that billl would 
become the tariff or import fee. But it would be a flexible arrange- 
ment, just the same as your freight rates of common carriers are 
determined by the Interstate Commerce Commission on the principle 
of a reasonable return on the investment. 


NO “TRADE AGREEMENTS’ MADE UNDER THE 1934 ACT 


Trade agreements, as used in the 1934 Trade Agreements Act, is a 
misnomer. Trade agreements are supposedly taade for the inter- 
change of commodities, which the tariff cutting agreements of course, 
do not do. All of this is misleading because, first, any tariff reduction 
agreement is ineffective with any nation which manipulates the value 
of its currency for trade advantage or establishes quotas, import fees, 
specifications, embargoes, or any other subterfuges to prevent that 
agreement from being effective. They all do just that. 

As an example of the use of specifications for trade advantage I 
will cite automobiles in Bermuda. Not so long ago, the specifications 
for automobiles that could travel on the Bermuda roads looked very 
reasonable, because they had a limited amount of money with which 
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to build roads, but it was suddenly discovered that the specifications 
only fit automobiles manufactured in England. 


MOST-FAVORED-NATION CLAUSE AND RECIPROCITY ARE PARADOX 


Under our most-favored-nation clause any agreement under the 
1934 act becomes a multilateral agreement and extends the benefits 
of any tariff reduction between this Nation and the other signatory 
to all other nations without such other nations making any conces- 
sions whatever to the United States. 


WORK OF FOREIGN-TRADE AUTHORITY 


Mr. Chairman, coming to this Foreign Trade Authority that would 
be set up under this bill | propose, which is exactly the same as the 
flexible import-fee bill introduced last year and which I intend to 
reintroduce very soon, what is intended is simply this: That the 
long-experienced Tariff Commission would be known as the Foreign 
Trade Authority, with the same latitude in the field of determining 
tariffs and import fees on the basis of ‘fair and reasonable’? competi- 
tion, and accomplished in the same manner as the long-established 
Interstate Commerce Commission fixes freight rates on the interstate 
carriers on a basis definitely laid down by the Congress of a ‘‘reason- 
able return’ on the investment. It is proposed by this bill to lay 
down the definite principle of ‘‘fair and reasonable’? competition, just 
as freight rates are definitely arrived at on a basis of a “reasonable 
return” on investment. 

I served for 8's vears on the Railroad Commission in my State and 
held many hearings for the Interstate Commerce Commission, under 
laws relating to regulatory agencies which work our simply because 
the Commissions have the authority to determine the ‘fair and 
reasonable” return, and this Foreign Trade Authority would have 
full latitude in determining the “fair and reasonable’? competition 
between products produced in foreign countries and such products 
produced in this country. 


FREE TRADE THE OBJECT FOR TRADE BETWEEN AREAS OF EQUAL 
LIVING STANDARDS 


Mr. Chairman, no one has ever objected to free trade when the 
wage-living standards are approximately the same-—no one, to my 
knowledge, in industry—and certainly I have not objected to a 
lowering of the tariffs and import fees in accordance with any rise 
in the world wage-living standard. Under this bill proposed in the 
Senate when the wage-living standards here and in the competitive 
country were approximately the same free trade would be the almost 
automatic and immediate result. In other words, a basis of “fair 
and reasonable’ competition then is established. 


UNFAIR COMPETITION EQUALS EXPORTING JOBS 


All we do, Mr. Chairman, when we lower, without regard to that 
differential of cost, this tariff or import fee, which is simply an instru- 
ment for making up that differential of the wage-standard of living 
all we do when we reduce tariffs in that manner is to automatically 
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transfer our jobs or a certain percentage of them to foreign soil—in 
other words, we export jobs to a lower-wage country in that par- 
ticular business. 

No American wage earner at $10 or $12 a day can compete in any 
manner with a wage earner, using the same machinery or the same 
methods, getting $2 a day or $1 a day or $3 a day, and $4 a day is 
about the limit of any wage paid in the whole world today, outside 
of Canada. 

ONLY WAR ECONOMY PREVENTS DISASTER 


Now, Mr. Chairman, what happens under this 1936 Trade Agree- 
ments Act? With this across-the-board slashing of tariffs and import 
fees without regard to any differential represented by a tariff or 
import fee, it means we are automatically on a war economy. I will 
tell you why I believe that. In peacetime, we cannot compete. As 
you will readily recall, when the war came along in Korea, we had 
from four to five million unemployed in this country. We had from 
10 to 12 million partially unemployed. Of course, the war has cured 
that. The boys are going in the Army and industries are rapidly 
going on a wartime-contract basis. 

Therefore, the effects of reduced tariffs and import fees are cured 
by a war economy. 


INVESTMENT CAPITAL IS SHY 


I will call your attention to this fact, which, to my mind, is very 
important—even in an emergency such as exists at this time, no 
private investment is going into any business in which the floor under 


wages and investments, as represented by tariffs or import fees, has 
been removed or lowered below that differential of cost of production 
in low wage standard of living countries. 

Investors know that as soon as the emergency is over their capital 
investment will be destroyed. In the absence of fair tariffs there is 
only one way investments can be preserved; that is through American 
wages being lowered to those of the competitive nations and the 
investment written off to meet that low wage competition. And, of 
course, that just does not happen in this country because we are 
living on a certain definite wage standard of living which is tied into 
our economic structure. 

For any set of men to lower wages, naturally they have to lower 
the standard of living to go along with it, together with writing off 
part of the investment, because no return can be secured on an invest- 
ment or wages that cannot meet competition. 


MINING A GOOD EXAMPLE OF LACK OF INVESTMENT CAPITAL 


What does this mean in the mining industry for example? Here 
we are without adequate stockpiles and are actually in war with 75 
percent of our mines closed down. I will not go into that today, or 
into any specific industry, but it is due simply to the fact that the $11- 
a-day man cannot compete with the $2.50-a-day man. And that is the 
reason why little fresh capital is invested in mining enterprises. 
It is the same with textiles and other industries. I will ask permission 
in a little while to insert in the record a list of such industries that are 
definitely affected. 
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I will not take the time this morning to explain each one, but I 
will ask permission to expand the record and explain it. 


LACK OF INVESTMENT CAPITAL FORCES RELIANCE ON GOVERNMENT AS 
PARTNER 


It simply means this—and all you have to do is to watch it work out 
during the next few months: No one is going into any business unless 
the Government is his partner. He will go to the RFC and get 
money or to some other Government agency, and when he gets the 
money he will expand, and the Government ts his partner. 

He will use his “know how” and the taxpayers money. It is not 
his private money then competing with low-cost labor; it is Govern- 
ment money competing with it. So, when the emergency is over, it 
is the Government’s money that is lost and not his money. 


TAXPAYERS’ MONEY BUILT FOREIGN PLANTS TO COMPETE WITH 
OUR WORKERS 


All this simply means that at home this aids socialism, and through 
the money we have put into foreign issues we have financed industrial 
plants which in peacetime will compete with our own. 

The plants we are putting in abroad, far from being poor or worn- 
out machinery, are entirely up to date and, in many cases, are more up 
to date than our own. With the low-cost labor and up-to-date ma- 
chinery our domestic industries here simply cannot compete in a 
peacetime economy, and it makes little difference what those industries 
are. 


UNDER TRADE AGREEMENTS FOREIGN NATIONS EVADE THEIR 
OBLIGATIONS 


Another point I would like to make is that through investigations 
and the visits I have made to foreign nations I have learned that 
they are not sincere in such agreements as they do make to mutually 
lower tariffs, because they immediately institute embargoes, quotas, 
specifications, and manipulation of their currencies and so forth to 
nullifying effect such agreements may have upon their own econ- 
omy—so it is a one-way street. They are experts in that field, and 
we are neophytes. 

It is just as unreasonable to have a State Department official 
trained in diplomacy sit down and talk about trade to those nations 
like England, France, Belgium, The Netherlands, and other European 
nations, some of them colonial, empire-minded nations, who have 
been making a living from their colonial empires by trading for 
from 100 to 300 years—as it is for a neophyte to sit down in a profes- 
sional poker game. He should know he is going to lose his money; 
it is just a question of how long it takes him to lose it. 

Now I ask permission to include a list of industries by groups 
affected by such so-called trade agreements. These industries are 
grouped, for compactness, into 12 groups of industries, representing 
thousands of products. I will read the groups: (1) agricultural, 
fishing, and food industries; (2) chemical industries; (3) leather, 
luggage, and handbag industries; (4) glassware and china industries; 
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(5) textile industry; (6) scientific instruments; (7) coco matting, 
fibers, cordage, and twine; (8) mining and mineral industries; (9) 
jewelry, silver, and diamonds; (10) paper industry; (11) metal 
incus ries; and (12) miscellaneous industries. 

Mr. Coorrer. Without objection, that may be included. 
(The matter above referred to is as follows:) 


TWELVE Grovps or INpustrRIcS REPRESENTING THOUSANDS OF PRODUCTS 


Mr. Matone, Mr. President, there are 12 groups of industries to which I have 
referred: 

First. Agricultural, fishing, and food industries. 

Second. Chemical industries. 

Third. Leather, luggage, and handbag industries. 

Fourth. Glassware and china industries. 

Fifth. Textile industry. 

Sixth. Scientific instruments. 

Seventh. Coco matting, fibers, cordage, and twine. 

Kighth. Mining and mineral industries. 

Ninth. Jewelry, silver, and diamonds. 

Tenth, Paper industry. 

Eleventh. Metal manufactures. 

Twelfth. Miscellaneous industries. 

Mr. President, I ask unanimous consent that the detached list of industries 
and companies may be included in the Record at this point. 
There being no objection, the list was ordered to be printed in the Record, as 


follows: 









THE COMMITTEE FOR 





TESTIMONY BEFORE 
INFORMATION 





INDUSTRIES SUBMITTING BRIEFS AND 
RECIPROCITY 





1. Agricultural, fishing, and food industries 
Seafood Producers Association, Inc. 
Gloucester Fisheries Association. 
Botany Mills: Wool grease and lanolin. 
The Cigar Makers’ International Union. 

Cigar Manufacturers’ Association of America, Inc. 

National Renderers Association: Vegetable, animal and marine fats and oils. 

Northwest Nut Growers: Filberts. 

California Fruit Growers Exchange: Exchange Orange Products Co., Exchange 
Lemon Products Co. 

The Association of Cocoa and Chocolate Manufacturers of the United States. 

Mushroom Growers Cooperative Association: Cultivated Mushroom Institute 
of America, Ine. 

The National Confectioners’ Association. 

National Cheese Institute, Inc. 

Crane, Martin & Snyder: For the Horse Meat Packing Industry. 

National Canners Association: California Fish Canners Association, Inc 
Monterey Fish Processors Association, Association of Pacific Fisheries, Maine 
Sardine Packers Association, Inc., R. J. Peacock Canning Co., Holmes Packing 
Corp. 

Department of Sea Shore Fisheries, Augusta, Maine. 

Massachusetts Fisheries Association, Ine. 

The National Potato and Onion Committee. 

Department of Agriculture, State of Maine: Potatoes. 

Florida Canners’ Association: Canned citrus juices. 

Northwest Horticultural Council: Fresh apples. 

Corn Industries Research Foundation: Corn products. 

California Fig Institute. 

Halibut Liver Oil Producers. 

Tung Growers Council of America. 

America Tung Oil Association, A. A. L. 

National Milk Producers Federation. 

The Shade Tobacco Growers Agricultural Association, Inc. 

MacAndrews & Forbes Co.: Licorice. 

National Apple Institute. 
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Maryland Commercial Watermen Association, Inc.: Seafood. 
National Wool Marketing Corporation. 
American Angora Rabbit Breeders Cooperative. 
2. Chemical industries 
Synthetic Organic Chemical Manufacturers Association. 
Food Machinery & Chemical Corp., Westvaco Chemical Division: Magnesite, 
dead burned and grain: barium hydroxide, barium oxide, and blanc fixe. 
The Standard Lime & Stone Co.: Magnesite. 
Basic Refractories, Inc.: Magnesite. 
Northwest Magnesite Co. and Harbison-Walker Refractories Co.: Magnesite, 
Young Aniline Works, Ine.: Dyestuffs, chemicals. 
Carus Chemieal Co., Inc.: Potassium permanganate. 
Baugh & Sons Co.: Bone char and animal glue. 
National Association of Glue Manufacturers, Ine. 
The Dow Chemical Co. 
Merck & Co., Ine.: Medicinal chemicals. 
American Aniline Products, Ine.: Dyestuffs. 
Victor Chemical Works. 
Dry Color Manufacturers’ Association: Chemical pigments. 
Plastic Materials Manufacturers Association, Inc. 
Hooker Electrochemical Co. 
Consolidated Chemical Industries, Inc. 
Mutual Chemical Co. of America. 
Stauffer Chemical Co. 
8. Leather, luggage, and handbag industries 
Pocketbook Workers Union, New York. 
National Authority for the Ladies’ Handbag Industry. 
Luggage & Leather Goods Manufacturers of America, Ine. 
K. Kaufman & Co., Inc.: Leather goods. 
International Handbag, Luggage, Belt, and Novelty Workers Union. 
Tanners’ Council of America. 
National Association of Leather Glove Manufacturers, Ince. 
National Leather Fibre Conference, Inc. 
International Fur and Leather Workers Union. 


: 4. Glassware and china industries 
California Art Potters Association. 
Vitrified China Association, Ine. 
The Homer Laughlin China Co.: China. 
Coors Porcelain Co. 
American Glassware Association. 
4. Textile industry 
Crompton Co. and Crompton-Shenandoah Co.: Velveteen industry, corduroy 
industry. 
Forstmann Woolen Co. 
The Hat Institute, Ine. 
The Domestic Bagging Producers Association, Inc.: Open weave jute bagging 
for cotton bales. 
Carpet Institute, Ine. 
Stevens Linen Associates, Ine. 
The National Federation of Textiles, Inc. 
Cashmere Corp. of America. 
Wamsutta Mills: Combed cotton goods. 
Carded Yarn Association, Ine. 
J. P. Stevens & Co., Ine.: Woolen, worsted, rayon, and cotton fabrics. 
York Street, Flax Spinning Co., Ine.: Linen handkerchiefs. 
Berkshire Fine Spinning Associates, Ine.: Fine combed cotton fabries. 
Amalgamated Lace Operatives of America. 
Embroidery Manufacturers Bureau, Ine. 
National Knitted Outerwear Association. 
Simtex Mills, Rosemary Manufacturing Co.: Table damasks. 
William Whitman Co., Ine.: Worsted textiles. 
Nashawena Mills: Fine cotton goods. 
The American Cotton Manufacturers Institute, Inc. 
The National Association of Cotton Manufacturers. 
The Association of Cotton Textile Merchants of New York. 
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The Textile Export Association of the United States: The Southern Comber 
Yarn Spinners Association, the Carded Yarn Association, the Thread Institute, 
Inc., the Philadelphia Textiles Manufacturers Association, the Narrow Fabrics 
Association. 

Textile Workers Union of America, CIO. 
6. Sctentifi instruments 


Scientific Apparatus Makers Association. 
The Optical and Ophthalmic Glass, Lens, and Instrument Industry Committee, 


7. Cocoa matting, fibers, cordage, and twine 
Meakins MeKinnon, Inc.: Cocoa mats, matting, fibers, ete. 
National Mat and Matting Co., Ine. 
United States Cocoa Mat Corp. 
Cordage Institute: Cordage and twine. 
Soft Fiber Manufacturers’ Institute: Jute, flax, and hemp. 


8. Mining and mineral industrics 
Kaiser Aluminum & Chemical Corp.: Aluminum, 
American Zine Institute. 
Combined Metals Reduction Co. and Emergency Lead Committee: Lead and 
zine. 
San Francisco Chamber of Commerce: General mining. 
E. J. Lavino & Co.: Ferromanganese, manganese, and chrome ores. 
Reynolds Metals Co.: Aluminum. 
George Benda, Inc.: Bronze powders. 
American Iron and Steel Institute. 


9. Jewelry, silver, and diamonds 
New England Manufacturing Jewelers and Silversmiths Association. 
Diamond Workers’ Protective Union of America. 
Diamond Manufacturers & Importers Association of America, Ine. 


10. Paper industry 

American Paper and Pulp Association: Groundwood Paper Manufactuers 
Association; Book Paper Manufacturers Association; Writing Paper Manu- 
facturers Association. 

American Box Board Co. 

Association of Pulp Consumers. 

The Wall Paper Institute. 

United Wall Paper Craftsmen & Workers of North America, 

Fourdrinier Kraft Board Institute, Inc.: Paperboard. 


11. Metal manufactures 


Union Hardware Co. 
Water Meters Industry. 
National Association of Textile Machinery Manufacturers. 

Harley-Davidson Motor Co. 

Bicyele Workers Union. 

Industrial Wire Cloth Institute. 

Sporting Arms and Ammunition Manufacturers’ Institute. 

Whizzer Motor Co.: Motor bieveles. 

EF. C. Atkins & Co.: Circular saws and machine knives and blades. 

Camillus Cutlery Co. 

Associated Cutlery Industries of America. 

General Phonograph Manufacturing Co., Ine.: Textile pins, comber needles. 
Pittsburgh Crushed Steel Co.: Grit, shot, and sand of iron or steel. 

Rodney Hunt Machine Co.: Textile wet finishing machinery. 

The Sprague Meter Co.: Gas meters and regulators. 

James Smith & Son, Ine.: Noble combs and improved ball winders, 
Association of Manufacturers of Woodworking Machinery. 

American Steel Wool Manufacturing Co., Ine. 

The Anti-Friction Bearing Manufacturers Association, Ine. 

Columbia Fastener Co. 

National Electrical Manufacturers Association: Hydraulic turbine section. 
American Machine & Foundry Co. 

National Machine Tool Builders’ Association. 

Scott & Williams, Inc.: Knitting machinery. 

Babcock & Wilcox Tube Co.: Welded +uheo 
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12. Miscellaneous industries 
C. K. Williams & Co.: Colors and pigments. 
The Crayon, Water Color, and Craft Institute. 
Bottle Fermented Champagne Producers, Inc. 
Gold Leaf and Metal Foil Products Industry. 
The Society of the Plastics Industry. 
American Record Manufacturers Association. 
Fountain Pen and Mechanical Pencil Manufacturers Association, Inc. 
Lead Pencil Manufacturers Association, Inc. 
Collapsible Tube Manufacturing Industry. 
Fatty Acid Industry. 
Columbus Coated Fabrics Corp.: Oil cloth, coated fabries. 
Finkely Umbrella Frame Co. 
Candle Manufacturers Association. 
William M. Ives Co., Ine.: Brush handles. 
American Brush Manufacturers Association. 
H. C. Spinks Clay Co.: Ball clay. 
Palm, Fechteler & Co.: Decalcomania in ceramic colors. 
Alsop Engineering Corp.: Filters. 
A. Gusmer, Inc.: Filtermass. 
National Distillers Products Corp.: Spirits. 
W. H. Coe Manufacturing Co., Ine.: Gold leaf and embossing foils. 


Senator Martone. I ask permission to enter a list of grouped indus- 
tries that have been injured or fear peacetime injury through tariff 
reductions, by States. Without going into detail at all, that com- 
pilation simply lists the leading industries by States, that will be or 
have been injured through such random reductions in tariffs and 
import fees. 

Mr. Coorer. Without objection, that may be included. 

(The matter above referred to is as follows:) 


Inpustries INJuRED OR FEARING INJuRY THROUGH TARIFF REDUCTIONS, BY 
STATES 


Alabama: Luggage and leather goods, corduroy, candy, tung oil, paperboard, 
carded cotton yarns, textiles. 

Arkansas: Corduroy, velveteen, candy, paperboard. 

Arizona: Copper, lead, lemons. 

California: Almonds; lernon and lemon oil; olive oil; oranges and products; hops; 
tuna fishing; walnuts; beef and veal, fresh, chilled, or frozen; luggage and leather 
goods; ladies’ handbags; aluminum, crude, pig ingot, and alloys; crayons, water 
colors; barium chemicals; art pottery; carded cotton yarns; printing machinery; 
glassware; cordage and twine; lead; leather gloves; candy; mushrooms; cocoa and 
chocolate; bone charcoal; mineral earth pigments; canned fish; animal glue; 
chemicals; figs: soft fabrics; candles; handkerchiefs. 

Colorado: Chemical porcelain, luggage and leather goods, lead, candy, mush- 
rooms, Angora rabbits. 

Connecticut: Ice and roller skates and shoes, luggage and leather goods, ladies’ 
handbags, chemicals, phonograph records, fur-felt hat bodies, rubber footwear, 
thermos bottles, watches and clocks, electric appliances, textiles, shotguns and 
rifles, wire cloth, candy, mushrooms, gold leaf and metal foil, wool grease and 
lanolin, leather fiber, carpets, animal glue, machine tools, phonograph needles 
and textile pins, gas meters, shade tobacco, soft fibers, filters, wallpaper. 

Delaware: Chemicals, mushrooms. 

Florida: Sponges, ladies’ handbags, candy, chemicals, tung oil, canned citrus 
juices, shade tobacco, paperboard. 

Georgia: Luggage and leather goods, ladies’ handbags, corduroy, velveteen, 
candy, mineral earth pigments, tung oil, shade tobacco, soft fibers, textiles, carded 
cotton yarns, paperboard. 

Idaho: Lead and zine, candy. 

Illinois: Photoengraving and lithographic equipment, optical instruments, 
scientific instruments, laboratory apparatus, luggage and leather goods, ladies’ 
handbags, potassium permanganate, fatty acids, crayons and watercolors, rubber 
footwear, cellulose products, watches, glassware, paperboard, cordage and twine, 
lead, leather gloves, candy, mushrooms, cocoa and chocolate, mineral earth pig- 
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ments, leather fiber, animal glue, machine tools, snap fasteners, hydraulic tur- 
bines, chemicals, tanneries, cornstarch, soft fibers, candies, wallpaper, handker- 
chiefs. 

lowa: Luggage and leather goods, leather gloves, candy, horse meat, animal 
glue, cornstarch. 

Kansas: Lead, candy, horse meat, animal glue. 

Kentucky: Whiskies and spirits, aluminum and alloys (crude), luggage and 
leather goods, glassware, lead, candy, ball clay, carded cotton yarn. 

Louisiana: Cordage and twine, candy, tung oil, soft fibers, paperboard. 

Massachusetts: Luggage and leather goods, ladies’ handbags, cocoa fiber door 
mats, paper (cigarette, Bible, ete.), fur-felt hat bodies, rubber footwear, crayons 
and water colors, glassware, jewelry (rosaries, etc.), textiles, textile machinery, 
optical glass, sea food, corduroy, velveteen, cordage and twine, candy, mush- 
rooms, cocoa and chocolate, water meters, wool grease and lanolin, linen towels 
and toweling, leather fiber, carpets, animal glue, knitting machines, tanneries, 
shade tobacco, soft fibers, textiles, carded cotton yarn, wallpaper. 

Maine: Spring clothespins, luggage, and leather goods, ladies’ handbags, paper 
and pulp, corduroy, canned fish (sardines), leather fiber, carpets, potatoes, fishery 
products, brush handles, textiles. 

Marviand: Luggage and leather goods, ladies handbags, dyes and chemicals, 
magnesite, rubber footwear, wood brush handles, blown glassware, candy, mush- 
rooms, mineral earth pigments, knives, sea food. 

Michigan: Luggage and leather goods, paper (cigarette, Bible, ete.), electrical 
appliances, paperboard, candy, mushrooms, bone charcoal, motor bicycles, copper, 
chemicals, cornstarch, wood brush handles. 

Minnesota: Luggage and leather goods, candy, soft fibers. 

Mississippi: Veneer and plywood, candy, tung oil, paperboard. 

Missouri: Luggage and leather goods, lead pencils, ladies’ handbags, crayons 
(water colors, crafts), zine and lead, cordage and twine, candy, mushrooms, 
cornstarch, soft fibers, wallpaper. 

Montana: Lead. 

Nebraska: Candy, animal glue, soft fibers. 

Nevada: Zine, lead, copper, magnesite. 

New Hampshire: Leather fiber, textiles, wood brush handles. 

New Jersey: Wooden umbrella handles, silk woven goods, luggage and leather 
goods, lead pencils, magnesite, ladies’ handbags, fur felt hat bodies, rubber foot- 
wear, crayons (watercolors), chemicals and dyes, barium nitrate, pipes, and 
foundry products, wool goods, nickel products, glassware, cordage and twine, wire 
cloth, candy, mushrooms, cocoa and chocolate, water meters, wool grease and 
lanolin, mineral earth pigments, carpets, medicinal chemicals, licorice, soft fibers, 
bronze powders, ball clay, decaleomania, handkerchiefs, candles, umbrella frames, 
textiles, wallpaer. 

New Mexico: Lead, lead scrap. 

New York: Marrons, knitted berets, reeds from rattan, knitted gloves, hats 
(fur felt), silk, stencil (dyed or colored), hatters’ fur, plastics, cut diamonds, 
luggage and leather goods, lead pencils, ladies’ handbags, fatty acids, paper 
(cigarette, Bible, ete.), optical and ophthalmic glass, rubber footwear, crayons 
(watercolors), leather tanning, cocoa mats, glassware, chinaware, woolen and 
worsted goods, lace carpets, linen, twine and rope, bicycles, surgical instruments, 
cystoscopes, toys, tools, slide fasteners, veneer and plywood, corduroy, velveteen, 
cordage and twine, lead, shotguns and rifles, wire cloth, leather gloves, candy, 
mushrooms, cocoa and chocolate, water meters, gold leaf and metal foil, wool 
grease and lanolin, mineral earth pigments, animal glue, saws and knives, copper, 
cutlery, tobacco machines, potassium nitrate, chromium chemicals, electro- 
chemicals, cornstarch, soft fibers, umbrella frames, handkerchiefs, wallpaper. 

North Carolina: Ladies’ handbags, paper (cigarette, Bible, ete.), corduroy, 
velveteen, candy, carpets, copper, handkerchiefs, textiles, carded cotton yarn, 
paperboard. 

North Dakota: Mineral earth pigments. 

Ohio: Dental burs, luggage and leather goods, ladies handbags, cocoa mats, 
fatty acids, crayons and watercolors, hand-made glassware, leather gloves, 
braids and twines, chinaware and pottery, magnesite (dolomite), cashmere 
products, wallpaper, corduroy, cordage and twine, candy, mushrooms, mineral 
earth pigments, leather fiber, welded tubing, machine tools, tanneries, corn- 
starch, candles, oilcloth. 

Oklahoma: Zinc, lead, candy, 
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Oregon: Filberts (not shelled), cherries, candy, mushrooms, saws and knives, 
apples, soft fibers. 

Pennsylvania: Dental burs, whiskys and spirits, luggage and leather goods, 
lead pencils, ladies handbags, bone charcoal, crayon, watercolors, fur-felt hat 
bodies, paper (cigarette, Bible, ete.), optical and ophthalmic glass, fatty acids, 
mineral earth pigments, glassware, chemicals, lace, woolen goods, slide fasteners, 
cordage and twine, bicycle tires, leather gloves, candy, mushrooms, soft fibers, 
carpets, animal glue, gold leaf and metal foil, water meters, cocoa and chocolate, 
machine tools, woodworking machinery, chemicals, handkerchiefs, textiles, wall- 
paper, candles, wood brush handles, umbrella frames. 

Rhode Island: Luggage and leather goods, lead pencils, ladies handbags, 
collapsible tubes, rubber footwear, jewelry, textiles, lace, corduroy, velveteen, 
candy, mushrooms, gold leaf and metal foil, machine tools. 

South Carolina: Corduroy, candy, handkerchiefs, textiles, carded cotton varn, 
paperboard, 

South Dakota: Candy. 

Tennessee: Lead pencils, corduroy, lead, candy, copper, chemicals, soft fibers, 
ball clay, textiles, carded cotton varn. 

Texas: Luggage and leather goods, ladies’ handbags, lead, candy, bone charcoal. 
copper, soft fibers, candles, carded cotton yarns, paperboard. 

Utah: Zine, lead, candy, copper. 

Vermont: Spring clothespins, luggage and leather goods, ladies’ handbags, 
leather gloves, candy, copper, wood brush handles, textiles. 

Virginia: Luggage and leather goods, ladies’ handbags, corduroy, velveteen, 
lead, candy, mineral earth pigments, leather fiber, ferromanganese, aluminum, 
textiles, carded cotton yarn, paperboard. 

Washington: Narcissus bulbs, beef and veal (fresh, chilled, or frozen), luggage 
and leather goods, magnesite, sea-food products, fruit, cordage and twine, lead, 
filberts, candy, mushrooms, cocoa and chocolate, halibut liver oil, electrochemicals, 
apples. 

Vest Virginia: China and earthenware, hand-made glassware, candy. 

Wisconsin: Luggage and leather goods, ladies’ handbags, rubber footwear, 
leather tanning, leather gloves, furs, motorcycles, cordage and twine, candy, 
cocoa and chocolate, water meters, mineral earth pigments, animal glue, machine 
tools, filtermass, wallpaper. 

Wyoming: Copper, lead. 


THE FLEXIBLE IMPORT FEE BILL AS A SUBSTITUTE FOR THE 1934 TRADE 
AGREEMENTS ACT 


Senator Matone. Now a very short outline of the bill that was 
introduced in the Eighty-first Congress, Senate bill 1965, and which 
will shortly be introduced in the Eighty-second Congress. 

It establishes the principle of fair and reasonable competition 
between domestic articles and like or similar foreign articles in the 
principal market or markets of the United States. Then there are 
certain conditions laid down upon which the principle would be 
applied. 

I point out to you, Mr. Chairman, this is a bill that has been written 
as a result of combined long experience—not only my own experience 
for 15 or 20 years as an industrial engineer but also with the assistance 
and cooperation of many other experienced people. And I might 
state, Mr. Chairman, that for the last 15 years before coming to the 
Senate, | was in the industrial engineering business and therefore 
knew—had to know—something about competitive goods and where 
they were secured. 

And I point out, if we can get a hearing on the bill, then any weak- 
ness in the bill can be ironed out, but it has the simple attribute of 
“fair and reasonable’? competition principle set down by Congress to 
be determined by the authority or commission to be set up. 
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We cannot accept international wage competition as a method of economic 
improvement since such competition, wherever it occurs, inevitably undermines 
the higher of the competing standards. International trade, like domestic trade, 
can be expanded most soundly on the basis of fair competition. 

Our import duties should prevent low-wage rivalry from abroad as our State 
and national minimum-wage laws seek to avoid such rivalry at home, to the end 
that our labor standards may be maintained and further improved. 















REASSUMED BY CONGRESS 





CONSTITUTIONAL RESPONSIBILITY 






A further point is that under this system the Congress of the United 
States would take back its authority—not only its authority but its 
responsibility—under the Constitution of the United States to regulate 
foreign trade through import fees and tariffs. 

Through its mandate to the Foreign Trade Authority, it would be 
carrying out its constitutional responsibility so that, by joint resolu- 
tion of both Houses of Congress, any such tariff or import fee this 
Authority might establish could be stopped from going into effect. 

If it was obviously wrong such a joint resolution could be easily 
passed. The Congress would have to take affirmative action to 
disallow tariff changes; and log-rolling, long the scourge of Congress, 
would be impossible. 

I ask permission to introduce into the record a resolution by the 
Farm Bureau of the State of Nevada in connection with this matter, 
disapproving of the 1934 Trade Agreements Act and approving the 
flexible import fee principle in its place. 

Mr. Cooper. Without objection, that may be done. 

Senator Martone. Also, a resolution of the Pioche Union, Local 
No. 407, CLO, Thomas L. Hutchings, president of the local; also a 
resolution by the White Pine County Central Labor Council of 
Nevada, signed by Doug Hawkins, president of that council; also a 
resolution of the same nature by Local Lodge No. 705, International 
Association of Machinists, of Sparks, Nev. Sparks, Nev. is on the 
Southern Pacific Railroad. 

I would like also in that connection to introduce a resolution, by 
the Property Owners Association, Inc., of Clark County, Nev. 

Mr. Cooper. Without objection, they may be included in the 
record. 

(The resolutions above referred to are as follows:) 





































Excerpt From Reso.vutions Apoprrep aT THE THIRTIETH ANNUAL MEETING 
2, 1949 


ov THE Nevapba Strate Farm Bureav, Evy, Nevapa. DecempBer 2, 
















POREICN POLICY-—-RESOLUTION NO, 17 





AND 





DOMESTIC 





Whereas the selective free-trade policy adopted by the State Department, based 
upon the Trade Agreements Act of 1934, is lowering the American living standard- 
through the lowering of wages and is causing unemployment and a subsequent 
decline in the demand for agricultural products: Therefore, be it 

Resolved, that the Nevada State Farm Bureau adopts and recommends that thu 
American Farm Bureau Federation support a domestic and foreign policy con 
taining the following features: 

I. Foreign poliev: (a) Protection of private investments in foreign countries 

(b) Free convertibility of European currencies in terms of dollars; 

(ec) Consolidation of the European nations into a United States of Europe, 
and the erasing of all present trade barriers; 

(d) Equal access to the trade of all nations of the world subject only to the 
action of the individual nations. 

Il. National policy: Set up a flexible import fee which would be based upon 
“fair and reasonable’ competition administered by a reorganized, experienced 
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Tariff Commission in the same manner as the long-established Interstate Com- 
merece Commission adjusts freight rates for the carriers on a basis of the principle 
paid down by Congress of a reasonable return on the investment. Under a flexible 
import-fee principle, a market is immediately established for the goods of foreign 
nations on a basis of ‘fair and reasonable” competition with our own. Other 
nations in good conscience cannot ask for more. By so doing, America’s domestic 
agricultural market would be greatly stabilized and cease to be a dumping ground 
for world surpluses. We are a land of agricultural abundance striving to maintain 
a standard of living unparalleled by any other nation in the world; Be it further 

Resolved that the lowering of import fees and tariffs without regard to the 
differential of the cost of production due largely to the difference in living stand- 
ards of this Nation and of foreign competitive nations has a demoralizing effect 
on our agricultural markets as well as those of other industries, thereby causing 
unemployment and loss of revenue to the American farmer. 


Piocnue, Nev., January 17, 1950. 
Senator G. W. Ma Lone, 
Senate Office Building, Washington, D. C. 

Dear Sir: By unanimous vote, Pioche Union Local No. 407, C1O, disapproves 
part 4 plan of the President which includes the International Trade Organization 
agreement and urge that you do everything possible to substitute flexible import 
fee as outlined in your talk at Pioche, Nev., on December 15, 1949. 

Yours truly, 
Tuomas L. Hurcuines, 
President, Local No. 407. 


East Exy, NEv., 
January 19, 1950. 
Senator MALone, 
Senate Office Building, Washington, D. C. 

We call your attention to the following resolution adopted by the White Pine 
County Central Labor Council: 

“Whereas the selective ‘free trade’ policy is removing the floor from under 
American wages and investments, causing unemployment and loss of taxable 
property; and 

“Whereas the haphazard lowering of the import fees and tariffs without regard 
to the differential of the cost of production, due largely to the difference in living 
standards of this country and foreign competitive nations, has severely injured 
the non-ferrous-metal mining industry: Therefore be it 

“Resolved, That a telegram be sent to each of our national Senators asking them 
to do what they can toward correcting this deplorable situation.” 

DovGc Hawkins, 
President, White Pine Cou nty Central Labor Council. 


INTERNATIONAL ASSOCIATION OF MACHINISTS, 
Locat Lopes No. 705, 
Sparks, Nev., September 16, 1949. 
Re flexible import fee. 
Hon. Georce W. MaAtone, 
United States Senate, Washington, D. C. 

Sir: The legislative committee of Local Lodge No. 705, International Associa- 
tion of Machinists, Sparks, Nev., reported favorably on the matter of the flexible 
import fee. Whereupon, the membership unanimously instructed the legislative 
committee to inform vou that local Lodge No. 705, International Association of 
Machinists, Sparks, Nev., has gone on record in favor of the flexible import fee. 

The legislative committee wishes to commend the Senator for his hard work 
and initiative. 

Yours truly, 
LEGISLATIVE COMMITTEE, 
SATIRIOS SOUKAROS, 
Chairman. 
Georce H. SHELTON, 
JOHN L. {ORERTSON. 
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Las Veaas, NEv., 
January 12, 1950. 


United States Senator Grorce W. MaAtLone, 
Washington, D. C.: 


Urge you to support a flexible import and export tariff bill for protection of 
our domestic industries and curtailment of foreign spending. 

Prorerty Owners Association, Inc., or CLtarx County, Nev. 
Heven E. CRaNner, 
Secretary. 

Senator Martone. Now, Mr. Chairman, if I may have permission 
to round out my testimony and make such corrections as may be 
necessary, this will complete my testimony. 

Mr. Coorer. Without objection, you have permission to revise and 
extend your remarks. 

Mr. Reep. Senator, first I want to congratulate you on your very 
fine and exhaustive study of this subject and your very fine presenta- 
tion of it to the committee. 

I wonder if you would care to comment, for our benefit, on the 
question of the effect of the most-favored-nation clause which permits 
Russia and her satellites behind the iron curtain, including China, 
whether we have a trade agreement with them or not, to profit by all 
of the concessions which are made in a particular trade agreement. 

Senator Martone. Yes; I would be very happy to do that. 

That is one of the weaknesses of the present system—just one of 
the weaknesses of this system—because we lay ourselves open, since 
we allow the State Department in the first instance to make such 
trade agreements. These really are not agreements—that is a mis- 
nomer—but, when they make such agreements to lower tariffs without 
regard to differentials in cost, it is simply heaping insult upon injury. 
To allow every other nation under the most-favored-nation clause to 
have the advantage of what you have given to another, is, in my 
opinion, simply an insult to the intelligence of the workers and 
investors of this Nation. 

Even were the tariff reductions honestly bilateral, without manipu- 
lation, they could not be successful from our position of a higher-wage 
living-standard Nation. But as a multilateral thing, it 1s simply 

yutrageous, because reciprocity is not only nonexistent but actually 
impossible. 

Mr. Rerep. You might be interested to know that 88 percent of the 
imports that came into this country came in with all the concessions 
made in the trade agreements. I am speaking of Russia and her 
satellites. 

Senator Martone. Yes. I do not know the exact percentage, and 
I am very glad to learn that. I would like to say in that connection 
a great deal of propaganda has been put out that we must trade with 
Russia and other Communist nations because they have something 
we have to have. 

I want to say in that connection I have been in the engineering 
business for 30 years before I came to the Senate. This is the only 
elective office I have ever held. 

I had to know something about the location of manganese, tungsten, 
and various other minerals. I think my debate in the Senate makes 
that very clear. I did make an industrial survey, including all of 
the industries serving the 11 Western States, long before I had any 
idea of coming to the Senate. 
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We do not need to get manganese from Russia. There is more 
manganese in South Africa and Brazil than this country can use in 
the next 75 years if we will make some attempt to get it. But saying 
we have to get manganese from Russia is simply another way of saying 
we must deal with our enemies or potential enemies, and it is not 
necessary. 

Mr. Reep. I am glad to hear you say that. Of course, manganese 
from South America would be much closer and be less subject to the 
hazards of war; is not that true? 

Senator Martone. I would like to say in that connection that I 
served as special consultant to the Senate Military Affairs Committee 
during the last war and also to the Secretary of War for a considerable 
time on strategic and critical minerals and materials, among other 
things, and we were worried—and all of those records are available— 
because of the manganese and chromite being shipped from south 
Africa up to 75 or 80 percent was being lost through submarines. 

During peacetime we refuse to buy at higher prices and pay the 
difference between labor costs in this country and in Brazil and other 
nations, but when we have war, then we go all out. If you added the 
cost of the lost ships, regardless of the loss of lives, during that short 
period, some strategic materials would probably cost thousands of 
dollars a ton. So my own idea on this subject is this—and if the 
committee is interested in it, of course, [ would be glad at any time 
to come over and talk to the committee or to any member of the 
committee, without taking the time in a formal hearing, where time is 
valuable to you. My own thought for many years, based on visits to 
South American countries—and | just returned this spring for a visit to 
Central American countries—is that if we would deal with them for our 
strategic and critical materials, in other words materials of which we 
do not produce enough or very little in the United States—if we 
would make a long-term contract with Brazil and certain Central 
American countries, long enough to pay out the cost of rehabilitation 
of the plants, there would be no difficulty in getting all of the materials 
we would need. And if we did that same thing in manganese and many 
other metals then we could protect our supply lines. So it involves a 
question of strategy. 

I was in Singapore and Saigon, and when I was in Singapore in 
November 1948, England was shipping shiploads of rubber and tin 
and all of those things that we needed so badly in our industries to 
Russia. And Russia is bidding against us now. That is partly why 
the price went up. And they are still shipping things to Communist 
China that she needs to fight this war with. 

I do not want to start going into all that, because I have done that 
in debates, and I will be glad to talk to the committee or to any 
member of it and show how we armed Russia through the Marshall 
plan and how the taxpayers of this country have furnished a large 
amount of what they are actually using right now to shoot down the 
sons of the taxpayers. 

Mr. Reep. There is no doubt about that. You have made a very 
fine statement. 

Senator Matone. Thank you very much. 

Mr. Miuus. Just one question, Senator. I have been somewhat 
intrigued by your suggestion of the creation of a foreign trade com- 
mission. You have referred to the fact that it might operate some- 
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what like the ICC operates on freight rates, and that caused the 
question to arise in my mind as to whether or not that would be a 
satisfactory arrangement. 

Senator Matone. Well, Mr. Chairman and Mr. Mills, when I said 
it would operate like the LCC, I realized there are perhaps evils in the 
ICC. The evils there, however, are probably from evasion or over- 
emphasis or some factor or another. The principle, however, of the 
reasonable return on investment is what Congress established; there- 
fore, they have the authority, as best they can, I believe, to do that. 

I have some knowledge of that set-up, because I served for 8's years 
on the Railroad Commission of Nevada, and I do know a lot of things 
are done under that rule simply because it is the law and regardless of 
the effect of the increase in rates. To meet a raise in wages In con- 
nection with the railroads, they must allow rates, theoretically at 
least, that will provide a return on the investment. In fact, through 
this raising of rates, they have priced themselves out of about 73 
percent of the freight traffic of the United States. That might be 
another matter. The point I am making here is that you have laid 
down the principle upon which to operate. And it is not a shotgun 
set-up; it not just to go out and try to improve diplomatic rela- 
tions with certain countries and pay for that by trading away the 
markets of this country. You can trade the mining industry away; 
you can trade the textile industry away; you can trade the precision- 
instrument industry away; you can trade the crockery and chinaware 
industry away. 

I will call your attention to one thing very quickly. In my address 
to the Senate in 1949, I had several articles that were both imported 
and manufactured here. On one corner of the desk I had a microscope 
of 500 power; on the other side I had a similar microscope of 500 
power; 50 feet away a neophyte could not tell the two apart; looking 
through them an expert could not tell the two apart. [ am not an 
expert on microscopes, but in the engineering business I had to know 
something about them. One of them cost $125 retail; the other one 
cost $303. A lot of schools and a lot of people wanted to buy the 
cheaper one. The only difference was that the $125 one was manu- 
factured by Japanes» people at a wage of 8 to 12 cents an hour. Over 
here in our precision-instruments business, they make from $1.80 to 
$2.40 an hour. And they live on our standard of living. The Japanese 
have a low standard of living. 

The point | make is this: We could buy the cheaper one and allow 
the Japanese and the Germans to manufacture all the precision in- 
struments. It is a fine theory as long as you only have that one 
industry—it is not a large industry, not a large employer——but if you 
follow that through, vou kill all industries, and then the United States 
and all of our businesses are down to that same level. 

Another thing I would like to point out in respect to the precision- 
instrument business is that the men who make the instruments on the 
dashboards of the airplanes are the boys in Germany. You could not 
get them from Japan if a real war were on, because the snorkel sub- 
marines would practically shut all that out. So the matter of national 
security enters into these things as well as other things. 

Now, to come back to that principle, you can find fault with any 
commission, but I point out to you that you must have a principle in 
order to have this thing operate. You cannot sharpshoot. 
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Mr. Mitus. What I had in mind was this: I would hope, if such a 
commission were established, we could safeguard against the thing 
that has occurred in the operation of the ICC. As a mining engineer, 
I think you realize what I am talking about, and that is that the ICC 
in the establishment of freight rates has had about as much to do with 
the prevention of the development and operation of manganese mines 
in the West as any other action by the Government. 

Senator Matone. Mr. Mills, I point out to you that what we must 
do is to recognize our costs. In other words, there is no question in 
my mind but what this will get manganese. You are probably en- 
tirely familiar with many deposits. Some run all the way from 10 
percent to 20 percent. We have one such large deposit in Arizona 
and another in South Dakota; we have one in North Dakota. All 
we need to do, really, is to allow a tariff or import fee on manganese 
that would make up the difference between the wages they pay in 
Russia or Brazil or wherever the manganese is coming from and in the 
United States of America, which today is $6 to $7 a day. 

Mr. Miuts. It takes more than that, as I understand the problem; 
it is not just the differential in wages. 

Mr. Matone. I did not mean to say only wages, but I mean to 
take in other factors, and in arriving at fair and reasonable competi- 
tion, this authority could take in all of the factors. 

Mr. Miuus. I know this manganese that is produced in my own 
area cannot be shipped to Pittsburgh, even if a person wanted to give 
it to the United States Steel Corp., because of the freight rates between 
Arkansas and Pittsburgh. 

Senator Martone. That is absolutely true. 

Mr. Minis. The only market we have for it is Birmingham, 
Kansas City, or St. Louis, where it is used. We cannot ship it to 
Pittsburgh because of the freight rates. 

What I am concerned about is, if we should establish a Foreign 
Trade Commission, could we protect ourselves in the creation of that 
commission against such a situation developing. Could the foreign 
trade commission proceed on such a basis as to trade away our mining 
interests here? 

Senator Matone. Not if the Authority adhered to the principle. 
And, in that connection, whenever there was a deviation from that 
principle and it should appear, Congress has it in its hands, under this 
bill L introduced—to stop it, by joint resolution, there may be better 
ways. 

Mr. Mituis. My point is that you certainly realize we should be 


so protected. 


Senator Matone. Yes. The point I am getting at is that the 
Congress of the United States transferred its constitutional respon- 
sibility—not authority but responsibility—to regulate foreign trade 
and put it in the hands of the Executive who already has the power, 
of course, and authority, under the Constitution to fix the foreign 
policy, which means he has it all and Congress really has nothing 
left to do now but to make appropriations. 

The point I want to make is that we take that responsibility and 
exercise it through a committee or commission and surround it with 
plenty of safeguards. Perhaps in a hearing on my bill, if | am sue- 
cessful in getting a hearing on the bill, people from Arkansas could 
appear and make an analysis, because it is merely a matter of pro- 
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viding safeguards. Then what you have done, in addition to taking 
back the responsibility, is to have set down the principle, and there 
is no sharpshooting by a Department of the Government that has no 
knowledge whatever of the industry of this country or any other 
country but which is simply trading the market of our industries, 
without regard to our industries, for a fancied foreign policy advan- 
tage. Now, what foreign advantage we are getting I would not know, 
but we could go into that. The point is they are sharpshooting now 
with no principle laid down to guide them, and the Congress of the 
United States just blithely did away with its constitutional respon- 
sibility. 

Mr. Miuus. Senator, were you one of the advocates in the Senate 
of the so-called peril-point provision? I think I recall that you 
introduced, with other Senators, a bill along that line back in the 
Eightieth Congress. Am I not right on that? 

Senator Martone. No. I want to correct you on that. I am not 
in favor of the peril point. Of course, it would be better than what 
we have now, but I am not in favor of it, because all it would do would 
be to make the President write us a letter to let us know why he is 
exceeding the peril-point tariffs. 

Mr. Mitts. If you will permit me to interrupt you, actually it has 
been my opinion all the time that the peril-point provision did not 
really accomplish the safeguards that its advocates have claimed it 
would accomplish, because it does not prevent anything from occur- 
ring. Is not that right? 

Senator Martone. In my opinion, it would be useless and probably 
worse, because if we accept the extension of the 1934 Trade Agree- 
ments Act with that principle, then we are lost; because, in my 
opinion, it is an undertow we are in. There is an economic one-world 
organization that has sucked many of our prominent officials into it, 
and regardless of any letters the President might ever write, he would 
just write a letter telling Congress what he is doing to help unfair 
competition from England, Brazil, and all of the other nations in our 
foreign relations, and that would have no practical effect whatever as 
a safeguard for our domestic economy. 

Mr. Mixis. That was my thought; that he could take such action 
as he desired and write to Congress explaining it in any way he might 
desire. 

Senator Matone. That is true; and it is a great propaganda ma- 
chine. 

Mr. Mitus. That is all. 

Mr. Cooper. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Senator, I was listening carefully to Mr. Mills’ dis- 
cussion of the manganese production possibilities of the West. I gath- 
ered that because of the action of the Interstate Commerce Commis- 
sion, it is economically unsound to produce manganese there and ship 
it into the Pittsburgh area, which is one of the largest consuming areas 
in the country of manganese. 

Does not that point up the fact that the American worker cannot 
produce a product which is used by Americans because there has been 
no tariff protection? In other words, if we had sufficient tariff pro- 
tection, we could get the manganese to Pittsburgh, but without such 
tariff protection, we open our markets to production many miles away, 
which production is subject to all the hazards of wartime travel. 
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Now, another thing. We have to pay a higher freight rate which 
matter I think would be easier to adjust than trying to adjust it 
through one of these international trade agreements. At all events, 
we would be keeping the money at home and we would be building up 
that industry. Will you comment on that? 

Senator Martone. I would be glad to, Mr. Simpson. I think you 
are exactly right. In other words, here we face a policy or a principle 
upon which we fix freight rates. Then we may have weaknesses in 
our economic system; for instance, we may have a strike. The boys 
cannot quite pay the grocery bill, or there is some reason or other, 
and they want higher wages, or they want an improvement in the 
mechanical operation of the cars or the trains; a change in the length 
of the trains, and so forth. They have often made such requests. 
To bring that about costs money. It may be they are right, it may 
be they are wrong. But the fact is that those matters are decided 
at the top, through the railroad, through the Labor Relations Board 
or the President of the United States, if he takes over the railroads. 
But they are still working on the same principle. But it is really at 
the top that they fix the condition. 

In other words, that makes a rise in the rates necessary. That is 
not a weakness in the Interstate Commerce Commission so much 
as a weakness, pérhaps, in the system at the top. In other words, 
if there were no principle established upon which those rates must 
be fixed, we would have a throw-back to the point where those mem- 
bers who are as old as I am will recall. We remember the time when 
every railroad had a different rate, practically, to every large shipper. 
So that our present system is a tremendous improvement over that. 
And as the system becomes more perfect at the top, it seeps down to 
the others, so that they are simply operating on a principle. 

If costs are increased, the railroads are entitled to go before the 
Interstate Commerce Commission and ask for adequate freight rates, 
which brings about increased prices, and may price something out of 
the market. That is what I had in mind. 

We have an expression used in the regulatory commissions: the 
point of diminishing returns. In other words, we have reached, in 
the matter of manganese shipments and freight rates, the point of 
diminishing returns. Therefore no manganese moves. 

But it does point up the fact, as you have just said, that you need a 
principle upon which to operate and that is the principle of fair and 
reasonable competititon. We can establish by the fixing of tariffs and 
import fees a method that would be an improvement on the old method 
of fixing freight rates. 

Mr. Simpson. But manganese is vital to our rearmament program. 
We must have it and we will pay anything necessary in order to get it. 
For the past 5 or 6 years, had we adopted a policy of protection, so 
that those mines in the area to which you refer had been able to pro- 
duce and market their product, even if we had to pay a higher freight 
rate, we would not now be dependent upon Russia and South Africa 
and other countries for that product. Should we not, at least so far as 
these most critical materials are concerned, do all we can to increase 
the production of those mines? 

Senator Matong. Mr. Simpson, you are exactly right in the point 
that youmake. What we need, in my opinion, and what any industry 
in this country needs in order to operate properly, is an opportunity 
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to make up that differential of cost which is due mostly to low wages, 
a lower standard of living as between the competing nation and our 
own. 

There are many factors that have to be taken into consideration, 
just as we take many factors into consideration in fixing freight rates 

We have to keep in mind the principle of a reasonable return on 
investment. In doing that we may consider a hundred factors or 
more, but all we are trying to do is to arrive at a fair value of the 
property—we might take into consideration replacement cost, origina! 
cost, amortization, many things—but when we finally set a price on 
that property, then we say that is the fair value. And then th 
question is, What is a fair return? We have to exercise a judgment 
there. If it is a mining camp that might play out at any time, it may 
be 7 or Sor 10 percent. If it isa farming community with a prospec 
of 100 years ahead of it, it might be 3 or 4 percent. But that is a 
judgment that is left to the Commission, but only on one condition, 
that there shall be a reasonable return on the investment. Th: 
Commission could cover the factors that are set out, but they have to 
come up finally with a fair and reasonable competitive basis, and that 
is all that anyone in this country asks, I am sure. 

Mr. Simpson. It is the opinion of some very high people concerned 
with our rearmament situation that there is grave doubt abou: 
whether we can wage a war for any substantial period of time without 
receiving manganese from Russia, unless we are able to open up 
our sources of. supply here, and at great expense. I am alarmed 
about it and I think that this policy, this program that we hay 
had is one of the principal causes why we do not have manganes: 
at home right now. 

Let me ask you another question. You made a statement to the 
effect that we are stopping the expansion of industry here. I assum 
that you refer to industries such as the precision-instrument industry 
watch manufacturing, which industries may seem to be making « 
profit, but in certain of those industries, money is not being invested 
them in the United States, but the money is going abroad right now 
to build new plants overseas. Will you comment on that? 

Senator Maxuone. This is a very interesting subject to me and I was 
only cutting my testimony short to help the committee. But this 
situation is terrific. Our own smart investors are in pe acetime 
investing in foreign countries, and getting ready to ship the produ 
back here. Some of them ac tually were doing that. This is a simp! 
matter. In my own office in Reno, Nev., in your office, in New York 
you can pick up the telephone and, if you know in advance what th 
tariffs are going to be, which ones are going to be tampered wit! 
which import fees are going to be lower—I could tell you; at lea- 
L used to receive fees for it as an engineer—if you will tell me how 
much the tariff is going to be cut on any particular commodity a1 
I can have the figures for 10 or 12 years previous to that, figu) 
on imports and exports, I could tell you within a reasonable amour 
how much vour business would have to be cut to meet that sit) 
tion. And if I could do it, there are 500 other engineers in the 
country who could do it. And that is the way they are makin 
money on this very thing. 

Mr. Simpson. They are not going to expand their businesses 
Now, Senator, it is fair to assume that in case of war we are gotmg 
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‘8, need to expand our watchmaking industry, as well as products asso- 
ur ciated with it, very greatly in this country. How could we do that? 
The Government will make agreements, perhaps with Hamilton and 
mn, Elgin, to build new plants? 
es Senator Matone. The watchmakers are like these precision instru- 
on ment makers whom I mentioned awhile ago. They are the people 
or we depend on to make our precision instruments for the aviation 
the industry, and one thing and another in time of stress or of war. 
nal What | pointed out awhile ago is that no private capital is going to 
on go into these businesses unless there is some protection, some floor 
th below which they could not go. What they are going to do is what the 
ent watch industry did before; that is, go to the RFC or to some other 
na) agency for money, and then the Government becomes a partner in 
ec | the business. Almost anybody can run a business if the Government 
is a becomes a partner, because if it is a partner in a substantial enough 
ion way, if the business loses money, it is only Government money. 
The Mr. Simpson. They will do that or else get certificates of necessity 
e to and charge it all up against the Government in 5 years. The Govern- 
that ment will build the plant. ° 
Senator Matone. That is absolutely true. But the terrific thing 
ped in my opinion is that by our very policies we are stopping private 
pou! investment in this country. 
hout Mr. Simpson. You can certainly charge the cost of many of these 
1 up plants, which have to have certificates of necessity, to the reciprocal 
mied trade program? 
hav Senator Martone. I think you can charge it to that because all 
ULes\ they need is a floor under wages and investments below which the 
price is not likely to go. Then in a time of stress, such as now, you 
o th can go out and finance any industry out of private capital. You can 
sum finance the manganese industry in Arkansas if you say to them, Here 
str) is a floor under wayes and investments, represented by a tariff, below 
ing a which the price of your manganese is not likely to go and even if the 
bed emergency is over, you can go to private industry and private people 
t now and get the money. But by these very policies we have run private 
capital out of business in America. 
I was Mr. Simpson. That is all. 
it this Mr. Coorer. Mr. Curtis of Nebraska will inquire. 
etimi Mr. Curtis. In your opinion, Senator, can this country follow an 
ode uneconomic system so far as our whole trade and tariff policy is 
simp! concerned and at the same time help any other country, in the long 
York run? 
at, th Senator Matone. Mr. Curtis, in my opinion, when this emergency 
| witl is over—well, at Torquay, England, today, they are completing this 
t leas job. They gave up plans for the International Trade Organization. 
1¢ how But I do not think they have forgotten it. Over in the Senate we 
ty an are just a little too tough for them. I stood there on two different 
figure occasions last spring and dared them to bring it to the Senate floor. 
yMoU! That is how confident we were that we can lick it over there. Because 
, situs all that the ITO would be is this: We would join up with 55 or 60 
in th nations and we would assign, under the International Trade Organiza- 
makin. tion, all of our rights to fix our own tariffs and import fees and regula- 


tions, to this organization. Further, they would fix quotas on 
production. If the ITO thinks you are producing too much wheat, 
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they can assign some of the production to Czechoslovakia and reduce 
yours. It is a wonderful system to bring about one economic world. 

Mr. Curtis, the whole principle under which we are operating de- 
feats our announced objective. In other words, we say we want to 
build everybody up economically, and we are tearing ourselves down 
economically. And I say to you that we cannot live in a peacetime 
economy under the tariffs as they are right now, because here is un- 
employment coming right on. What did we have in 1939 and 1940? 
We had a terrific unemployment problem. The economic system of 
this Nation was tottering and we had a war to pull us out of it. I 
am not discussing whether we should have had the war at all. Now 
we have a war to pull us our of this one, with the boys going into the 
Army. We want four or five million of them in the Army and that 
is pretty close to the former unemployment figure. 

All of this eats up our savings. Our bonded indebtedness becomes 
greater. We are living off our fat and they say that we have pros- 
perity. But let us have peace again and see what happens. Pros- 
perity will take a nose dive and then we could not help ourselves, let 
alone any other nation. 

Mr. Curtis. In your opinion, have we had a period in which we 
have been free from war or preparation for war, or a period where 
we were free from exporting through the ECA, or the Marshall plan, 
or the like, in which the trade-agreements program would really be 
standing on its own merits long enough for people to be able to 
evaluate it? 

Senator Matone. It will explode in our face. In other words, 
these imports from these low-cost-labor countries will just swoosh in, 
and the investments in our businesses will be gone. These is no 
question but that we cannot live right now in any other than a war- 
time economy, in my opinion. If we had had another year of peace, 
the economic system of this country would have been wrecked almost 
beyond redemption. We would have had to rush to Congress for some 
kind of special relief. 

Mr. Curtis. That is all. 

Mr. Cooper. If there are no further questions, Senator, we thank 
you for your appearance and the information you have given the com- 
mittee. 

Senator Matone. I thank the committee very much for the 
opportunity of coming here. 

Mr. Cooper. We are glad to have had you. 

Senator Matone. I just want to say to the committee that if 
any member or group wishes, I would be very happy to discuss this 
subject with them. It is very close to me. I do not have all the 
answers. I simply have suggestions along the lines, I have testified. 

Mr. Coorer. We thank you. The next witness is Hon. Cleveland 
M. Bailey, a Representative in Congress from the State of West 
Virginia. 

(Mr. Bailey did not come forward.) 

Mr. Cooper. Mr. Bailey apparently is not present. The next 
witness is E. L. Torbert, Onondaga Pottery Co., Syracuse, N. Y. 

Mr. Torbert, please give your name and address and the capacity 
in which you appear for the record. 
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STATEMENT OF E. L. TORBERT, VICE PRESIDENT, ONONDAGA 
POTTERY CO., SYRACUSE, N. Y. 


Mr. Reep. Mr. Chairman, personally I am very glad to see Mr. 
Torbert here. He is a very distinguished citizen, one who has been a 
manufacturer of very high-grade china for many years. I do not 
know how many years, but a great many years. 

Mr. Torsert. Mr. Chairman, my name is E. L. Torbert. I am 
vice president of the Onondaga Pottery Co., Syracuse, N. Y., and 
chairman of the foreign trade committee of the Vitrefied China Asso- 
ciation, which association represents two-thirds of the vitrefied china 
production in the United States. 

I am here to continue our protest against the Reciprocal Trade 
Treaty Act and its effect upon the vitrefied china industry in particular 
and the handcraft industries in general. At least you will agree that 
we are consistent in our protest, for we have appeared in protest at 
every opportunity in hearings held by your Ways and Means Com- 
mittee, the Tariff Commission, panels of the State Department, and 
to such individual Americans in and out of the Government who are 
still interested in those fundamentals that have made the United States 
strong; ves, strong enough to extend a helping hand to a considerable 
part of the world. 

The vitrified-china industry in the United States needs adequate 
tariff protection if it is to continue to exist in a condition of healthy 
activity. To survive and thrive the vitrefied-china industry needs 
tariff protection for the very ordinary and simple reason that china 
can be produced abroad, transported to this country, and sold here 
at a price below that at which American potteries can produce and 
sell their product. 

The problem is, in essence, purely a wages problem. The American 
employer cannot afford to pay American wages and sell in competition 
with the distressingly low wages paid in so many foreign countries. 
Currently the wages paid to American pottery workers in the vitrefied- 
china industry are about 4 to 4% times wages paid English pottery 
workers, 6 times the rate paid German pottery workers, and 12 times 
the rate paid Japanese pottery workers. The chart herewith shows 
the 1949 wage rélationship. 

The chart which is attached to my statement shows the 1949 
relationship. I am sure you will agree it indicates very graphically 
the extreme differences. 

In connection with this matter of comparative wages here and 
abroad in the pottery industry, it is interesting to note that Mr. 
Acheson, in his testimony before this committee, agrees with this 
point of view. 

The economic effects of accepting without duty foreign products 
which come into this country merely and solely because of the low 
wages paid the laborers who produce them are in many respects 
virtually the same as would be the effects of importing those foreign 
laborers and having them work for the low wages received in the 
foreign country. 

We contend that, in a country like the United States which years 
ago restricted immigration because it felt that it was no longer in 
need of an increased labor force, and in which a fairly large amount 
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of unemployment is becoming normal, a country which is already 
much more highly mechanized than any other country in the world, 
no efficient and well-managed industry should be allowed to disappear 
or even be crippled merely because it does not admit of extreme 
mechanization and because of that fact—with the necessarily accom- 
panying high percentage that wages are of its total costs—is unable 
to compete unaided with the products of low-wage foreign competitors. 

We contend, further, that it is virtually a breach of faith for the 
United States Government to throw such an industry to the dogs— 
or indeed in any way to injure it—merely to help some of our over- 
developed mechanized industries to throw their products on foreign 
markets. 

But something more than jobs for Americans, something going even 
deeper than protection of American workers from low-cost labor of 
other countries, is involved in the tariff on pottery. 

Our country needs the pottery industry. It needs it not only for 
employment and wages but also because few other industries attract 
a similar group of skilled workers and artisans. Few others impart 
to their workers an equal pride in creating beauty as well as a product, 
a lasting and enriching satisfaction completely unknown to the 
assembly line automaton whose whole energies are bent, for instance, 
to bolting fenders. 

The protection afforded the domestic industry by the American 
tariff, which has sustained the pottery skills and existing enterprise: 
in this country, was plainly justified from this standpoint when World 
War II came to America. Entirely aside from the contribution of 
the industry in providing essential wartime civilian requirements and 
the chinaware needs of our Armed Forces and workmen in war plants, 
the existing skills and enterprises were drawn upon to provide new 
munitions of war. Working closely with the Army, the industry 
developed and supplied large quantities of a new type of tank- 
destroying land mine. This contribution was recognized by the 
award of the Army-Navy E. The industry also developed a special 
type of ceramic product, manufactured to previously unheard of 
tolerances, which was an essential part of radar equipment. 

It appears that we shall have even greater responsibilities in the 
ensuing critical period. The pottery with which I am associated has 
now under way three special projects for the Research and Develop- 
ment Division of Ordnance Department, United States Army. 

1 would simply like to say here in connection with the last World 
War, this land mine that we developed, we furnished 5% million of 
them to the United States Army. It was a non-metallic, non-detect- 
able mine and was used, we understand, to great advantage by the 
armed services. And while I cannot go into the details of the present 
research work, I can say that the items on which we are now working 
are very, very important to the Ordnance Department. 

Let us remember then that something more than economics enters 
here. For the making of pottery has a peculiar esthetic appeal. 
It gives opportunity for the cultural development of our people and 
reflects in its product this aspect of our civilization. 

The only ancient craft which exists today as a great industry and 

ret remains a craft is deserving of fair and full consideration in the 
lenis picture of our current hopes for peace, prosperity, and human 
advancement. 
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VITRIFIED CHINA ASSOCIATION 


I have talked about preserving the arts in the pottery industry. 
I would like very much to have some of the members see what I am 
talking about. This is the type of product we are trying to develop 
in this country and can develop. Lam sorry that Mr. Doughton is not 
here, because the clay that enters into some of this product comes from 


his State and he would be interested in seeing it. It is typical of the 
product that we are trying to develop in this country. 

Mr. Reep. Is that what you call vitrified china? 

Mr. Torserr. That is vitrified china. 

Mr. Rerp. You must have some very fine artisans. 

Mr. Coorer. Does that complete your statement? 

Mr. Torserr. Yes, sir. 

Mr. Coorer. Mr. Reed of New York will inquire. 

Mr. Reep. Can you give us any further information on the nature 
of the competitive advantages of foreign potteries? 

Mr. Torserr. Mr. Reed, we were feeling the impacts of the re- 
duced tariffs to such an extent early last vear that we decided to go te 
the other side and make a personal investigation as to the potentiali- 
ties of the foreign potteries that were shipping large quantities into 
this country. 

As a result I spent several weeks in May and June in England, 
Germany, Bavaria, and France. I found that the English plants 
were extremely busy, as well as the German plants. 

There had been much question about the productivity per man in 


the various plants and about mechanization. So I paid special 
attention to those points. 
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I found the mechanization in the English plants equal, if not 
ahead, of that of many of the plants in the United States. I saw in 
England a machine that was about the size of a sewing machine, which 
was one of the finest pieces of machinery I have ever seen. It was doing 
a magnificent job on what we call turning cups. I asked about the 
machine and they said that it had been patented by the Rolls Royce 
engineers. I say that it was as magnificent a piece of machinery as I 
have ever seen. I have never seen anything similar to that in the 
United States. 

I found that they were using other mechanical advantages which we 
were not using. They were using compressed air in a number of 
operations, far in excess of any use of it that I have ever seen in the 
United States. So I think that there can be no claim made that the 
productivity of those potteries is not equal to ours. Every indication 
is that it is. 

The German plants in Bavaria were very busy. I talked with the 
gentleman in charge of the economic division of our occupation forces 
in Frankfurt. I spent some time with him and found that they were 
giving a great deal of help to the German china producers. He had 
on his force two men who devoted all their time to assisting the 
pottery people. And we have been informed that they have even sent 
men to this country to assist in the sale of goods to domestic consumers. 

Mr. Reep. I have a table here. This is a table on household china 
tableware: United States production and imports, in specified years, 
1939-50. Some of this information is from the census and trade 
statistics. Some of these figures are from the United States Tariff 
Commission. 

I notice that production in 1939 amounted to $1,200,000; the value 
of imports, the foreign value, was $2,598,000. The ratio of imports 
to production was 216 percent. 

In 1946 the production value was $5,400,000 and the foreign value 
of imports was $1,609,000; a ratio of imports to production of 30 
yercent. 

In 1947 the production value was $8,500,000; the import foreign 
value was $3,090,000, a ratio of imports to production of 36 percent. 

In 1948 the production value was $11,500,000; the foreign value of 
imports was $7,124,000, a ratio of imports to production of 62 percent. 

In 1949 the production value was $12,500,000; the foreign value 
imports $7,961,000, a ratio of imports to production of 64 percent. 

In 1950 production value was $13,000,000; the foreign value of 
imports was $9,500,000, a ratio of imports to production of 73 percent. 

Mr. Chairman, I would like to insert this in the record at this point, 
if I may. 

Mr. Cooper. Without objection, it will be put in the record at this 
point. 

(The table referred to is as follows:) 
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Household china tableware, United States production and imports, in specified years, 


1939-50 





Production 
value ! 
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590, 000 | 


$2, 598, 000 
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13, 000, 000 | 





1950 4 §___ 





! Estimated from Census and trade statistics. 

2 Statistics do not include purchases by United States tourists abroad. 

§ The ratios of landed (duty-paid) value of imports to factory value of production were about double those 
shown. 

‘ Preliminary. 

§ Estimated. 


Source: Official statistics of the U.S. Department of Commerce, except as noted. 


REDUCTIONS IN RATE OF DUTY 


The duty has been reduced about one-half on about 60 percent of 1950 imports 
of these items. 
SOURCES OF IMPORTS 


In 1950 about 40 percent of total imports came from Japan, 35 percent from the 
United Kingdom, and 16 percent from Germany. 

Mr. Rexep. Have you any comments to make on that? 

Mr. Torserr. Mr. Reed, I have been concerned more particularly 
with the basic problem, the disparity of wages. I think, as I indicated, 
this is simply a matter of disparity of wages between here and abroad. 
There has been much discussion about the ways and means of correct- 
ing that. I think those discussions are very largely academic. It is 
my understanding that the Ways and Means Committee, the legis- 
lators, have the responsibility for framing the legislation to meet 
certain requirements. And it is my thought that we should present 
to you our needs and that you will devise the ways and means to 
accomplish the desired and the necessary result. 

Mr. Rrxep. May I ask you another question? The type of china 
that you ordinarily manufacture, does that come into competition 
with Japanese china or will it when they get back to production? 

Mr. Torrert. Yes; before the last World War, Japanese china 
known as Noritake, produced by Count Muramuru, in Nagoya, had 
reached a stage of perfection where it was equivalent, fully as good as 
the old, original Haviland china which some of you may still have 
from the old days when your family knew Haviland china as the best. 
Of course, that came from France. The china from Nagoya, Japanese 
china, much of it was equal to the French in quality. That did come 
in competition and because of the low price it was one of the reasons 
that we have never been able to develop a large vitrified china business 
in this country. 

The product that I showed you here would have prices for place 
settings that would run anywhere from $3 to $35 per place setting; 
a long range of decorations and treatments, and in the lower segment 
of that, the Japanese product cut in very heavily. 
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Mr. Reep. May I ask you another question? Do they imitate 
your product? 

Mr. Torserr. To a large extent, a very large extent. 

Mr. Reep. Thank you very much. 

Mr. Cooper. Mr. Jenkins, of Ohio, will inquire. 

Mr. JENKINS. Just one question. On page 1 of your statement 
you say something that is very significant. You say that— 
to survive and thrive, vitrified-china industry needs tariff protection for the very 
ordinary and simple reason that china can be produced abroad, transported to 


this country and sold here at a price below that at which American potteries can 
produce and sell their product. 


On the next page you say that— 
the problem is, in essence, a purely wages problem. 


In other words, that is your story, is it not? 

Mr. Torserr. That is the basis. 

Mr. Jenkins. And the way to solve it is the old McKinley way of 
charging the difference between the cost of production abroad and 
here? 

Mr. Torserr. Equalize, yes. 

Mr. Jenkins. That is all. 

Mr. Coorer. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. That machine to which you referred which is operat- 
ing in Great Britain; is that available in the American market? 

Mr. Torserr. No, sir. 

Mr. Simpson. It is patented in Great Britain and not available here? 

Mr. Torserr. Not available here. 

Mr. Simpson. You mean the English will not allow it to be sold 
here? 

Mr. Torserr. We have not followed that up, but I assume it is 
not available. There are none of them in use. 

Mr. Simpson. That indicates that the Government of England, 
after getting the advantage of lower tariffs, is protecting their in- 
dustries still further by removing what competition they can. 

Mr. Torserr. The English Government has been very complete 
in its support of the pottery industry. I was in Stoke-on-Trent, the 
great pottery center of England, in 1926. They were just beginning 
to get importations from Czechoslovakia and some of the potters of 
England were very much concerned about it and said that they 
would have to do something. They did have some of these goods in 
London and in Stoke-on-Trent and within 30 days they had taken 
care of the situation and put a stop to the importations from Czecho- 
slovakia. 

Mr. Stmpson. That is exactly the opposite of our policy? 

Mr. Torserr. Absolutely. 

Mr. Simpson. That is all, Mr. Chairman. 

Mr. Cooper. Are there any further questions? If not, we thank 
you for your appearance and the information you have given the 
committee. 

The next witness is J. M. Wells. Mr. Wells, please give your name 
and address avd the capacity in which you appear for the purpose of 
the record. 
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STATEMENT OF J. M. WELLS, REPRESENTING THE UNITED STATES 
POTTERS ASSOCIATION 


Mr. Wetts. Mr. Chairman and gentlemen, my name is J. M. 
Wells. I am secretary-treasurer of the Homer Laughlin China Co., 
Newell, W. Va., representing the United States Potters Association. 

Mr. Cooper. You may proceed. 

Mr. We ts. We are here again, perhaps crying in the wilderness, 
but in opposition to the renewal of the misnamed Reciprocal Trading 
Treaty Act. We believe Congress should take back its constitutional 
obligation of establishing the tariff rates to apply on commodities 
entering this country from abroad. Certainly, under the present 
policy, great injustice has been done many American industries. And 
no compensating advantages have occurred to our exporting industries. 
We have discussed this matter with representatives of a number of 
these companies who do a large export business and, without excep- 
tion, they report they know of no additional foreign business they 
have obtained as a direct result of any trade treaty. 

As was anticipated, it is the smaller handcraft type of industries 
that have suffered through the heavy decreases in duty on imported 
competitive products. These are the industries, composed mostly 
of comparatively small units, that require the greatest amount of 
labor per dollar of product. Also the companies making up these 
industries are, in a majority of cases, located in smaller communities 
where they are the chief economic support. 

Typical of this kind of business is the pottery industry. Rates of 
duty on nearly all of our products have been decreased a full 50 percent 
below those in the 1930 Tariff Act. The rates in that act were wholly 
inadequate to enable us to meet foreign competition, as witness the 
steady and rapid increase in imports of all types of dinnerware from 
1931 to 1938. During all those years and before the rate reductions 
in the British treaty had any effect, Japanese china of good quality 
was selling at retail at less than the cost of production in American 
factories. 

Since then, in spite of our protests, duties on both china and 
earthenware have been lowered in trade treaties with Great Britain, 
Mexico, Italy, Czechoslovakia, and France. All such reductions have, 
of course, applied to our imports from Japan and Germany since the 
war. The inevitable result has been that imports of dinnerware and 
fancy goods from all of these countries have increased just as fast 
as they have been able, with the use of our money, to get productive 
facilities back into operation. 

Just as inevitably did production and employment in American 
factories show a steady decline from early 1949 to August 1950. Since 
early in July of last vear, evidently as a result of the Korean War, 
sales of nearly all civilian goods and particularly housewares have 
increased substantially and the potteries generally have been reason- 
ably busy. It must be admitted this is an abnormal situation and 
through our experiences of 1949 and early 1950, we have no delusions 
of what is going to happen to us when we are really at peace. 

As an indication of what this increasing flood of imports did to 
employment in our industry, I want to cite the experience of the 
company with which I am connected. This is the Homer Laughlin 
China Co. of Newell, W. Va. We are the largest employers of labor 
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in the industry and from all reports our experience was quite typical 
of the industry as a whole. 

During the last 6 months of 1948 when we were employing about 
3,400 people, our employees drew a total of $1,515 in unemployment 
compensation. During the last 6 months of 1949 they drew $64,273. 
That is more than 40 times as much as in 1948. During the first 
2 months of 1949, while we were still going along in pretty good shape, 
they received a total of $671 in unemployment compensation. 
During the first 2 months of last year they received $17,222. 

Total sales of the members of our association were $77,500,000 in 
1948. In 1949 they were $64,000,000, or a drop of 17 percent. Dur- 
ing the same period imports of competitive products increased 24 
percent. 

For the first 6 months of 1950 our sales were down more than 25 
percent from 1949 and imports were up over 30 percent. 

During the last 3 months reported by Department of Commerce, 
August, September, and October of last year, imports of all dinner- 
ware and fancy goods were 65 percent above the same 3 months of 
1949. China dinnerware alone increased nearly 79 percent and art 
wares 72 percent; and practically all of this increase came from Japan 
and Germany, with whom, incidentally, we do not have trade agree- 
ments. Without the sudden upsurge of buying by the American 
public during the past 6 months, it is not hard to see what would be 
happening to our pottery industry. Because in directly comparable 
ware, the retail price of the Japanese product is less than one-half the 
American. 

It is interesting to note in this connection that the British Pottery 
Board of Trade just recently wrote directly to General MacArthur, 
urging that he do something to decrease the Japanese exports of china 
to the United States or increase the prices; or the American market 
for British china would be ruined. And I believe that when that 
letter gets through channels back to the State Department, it is quite 
possible something may be done about it. Unfortunately, our 
American pottery industry understands the attitude of our State 
Department well enough to know that any such request from us would 
land in only one place—the wastebasket. 

We continue to marvel at the single-minded intensity of our Na- 
tional Administration during the past 18 years in its effort. to increase 
imports of competitive products that demonstrably mean a net loss 
of job opportunities for the American workman. Surely our great 
exporters are not so blind as to believe they can sell more automobiles, 
refrigerators, vacuum cleaners, farm machinery or cigarettes to the 
<nglish potters earning 40 cents per hour; or the German potters 
‘arning 30 cents per hour; or the Italian potters earning 20 cents per 
hour; or the Japanese earning 10 cents per hour; than the American 
potters earning $1.54 per hour. 

Yet, after all the reductions in the pottery tariff in the various 
trade agreements, the universal depreciation of other currencies and 
the closing of the dollar gap, we have a horde of representatives who 
have been working 4 months in Torquay, England, to get other 
countries to give them some excuse to further reduce duties that are 
now much lower than ever before in our history and which give the 
American employer and taxpayer no possibility of meeting the prices 
of his foreign competitor. 
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In view of all of the above and the complete lack of consideration 
given our industry, and many others similarly situated, by the trade- 
agreement negotiators, you can understand why we so definitely 
oppose any extension of this law and this method of establishing 
tariff rates. It remains only for another period of reasonable nor- 
maley in world affairs to prove how disastrous to our economy will 
be the rates already written in our tariff law. 

Mr. Coorser. Does that complete your statement? 

Mr. Wetts. Yes. 

Mr. Coorrr. Mr. Reed of New York will inquire. 

Mr. Rexep. You are concerned almost exclusively with earthenware 
tableware? 

Mr. Weutts. That is right. 

Mr. Rexp. | have here some figures that I would like to put in the 
record, showing the United States production and imports in the per- 
iod 1939-50. 

In 1939 the production, estimated from census and trade statistics, 
for this type of ware, amounted to $29,182,000; the foreign value was 
$2,045,000, with a ratio of imports to production of 7 percent. 

In 1946 the production amounted to $55,000,000; the foreign value 
of imports was $3,174,000, and the ratio of imports to production was 
6 percent. 

In 1947 the value of production was $68,144,000; the imports, for- 
eign value, was $4,375,000, with a ratio of imports to production of 
6 percent. 

In 1948 the value of production was $73,500,000, and the imports, 
foreign value, $5,004,000, and a ratio of imports to production of 
7 percent. 

In 1949, the value was $63,000,000, imports, $5,042,000, and a 
ratio of 8 percent. 

The estimated production in 1950 is $70,000,000, and imports, 
$4,900,000, with a ratio of 7 percent. 

These are the officials statistics of the United States Department of 
Commerce, and I note here also of the Tariff Commission. 

Mr. We tus. There is one point about that on which I would like 
to comment, Mr. Reed. 

Mr. Resp. Yes. ‘Those figures are submitted for the record. 

Mr. Coorer. Without objection they will be included in the record. 

(The table referred to follows:) 

Earthenware tableware: United States production and imports, in specified years, 
1939-50 





Imports 2 | Ratio of 
foreign imports to 
value production 3 


Production t 
value 





Percent 
$29, 182, 000 
55, 000, 000 
68, 144, 000 
73, 500, 000 
63, 000, 000 
70, 000, 000 











1 Estimated from census and trade statistics. 
2 Statistics do not include purchases by United States tourists abroad. 
- The ratios of landed (duty paid) value of imports to factory value of production were nearly double those 
shown. 
‘ Preliminary. 
5 Estimated. 


Source: Official statistics of the U. 8. Department of Commerce, except as noted. 
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REDUCTIONS IN RATE OF DUTY 


The average reduction in duty on these items under the trade agreement 
program has been nearly 50 percent. 


SOURCES OF IMPORTS 


In 1950 about 63 percent of total imports came from the United Kingdom, 17 
percent from Italy, and 10 percent from Japan. 

Mr. Wetts. The estimate they give for production of earthenware 
in 1950 is off, Mr. Reed. The estimate there shows an increase over 
1949. That will not be true at all. There will actually be a reduc- 
tion. As you will note from that statement, there is a reduction in 
production of American products from 1948 to 1949 with imports 
going up. But the percentage of imports as compared to domestic 
production must be considered in connection also with the imports of 
chinaware, because a great deal of this china actually finds its way 
from Japan, and that competition must be taken into consideration 
in considering the competition with earthenware, of those persons 
who wish to buy a fine dinnerware sent from Japan and who probably 
otherwise would buy earthenware. 

So there are those two groups of figures that should be considered 
in considering the figures you have read. That is one of the reasons 
for the decrease in domestic production during the years 1948 and 
1949. 

Mr. Reep. Just what countries now do you have to compete with? 

Mr. Wetts. Japan has begun to come back. 

Mr. Reep. She is coming back? 

Mr. Weis. Yes. And Germany. 

Mr. Reep. At the present time, under conditions in China, we 
are not getting any imports from China? 

Mr. Wetts. No; not in tableware. China ships artware. 

Mr. Reep. None at all? 

Mr. Wextus. No tableware from China, but the competition from 
Germany is increasing, and Japan is increasing, and the imports have 
been alarming in the last 3 or 4 years. 

Mr. Reep. Do you get any competition with the countries behind 
the iron curtain? 

Mr. Wetus. Czechoslovakia continues to export quite substantially. 

Mr. Reep. I thought so. That is all. 

Mr. Coorrer. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. 1 know Mr. Wells has been coming before this com- 
mittee for a good many years; he is one of the outstanding men in this 
line of work in the whole Nation. He can produce, but scientifically 
he also knows his subject. 

Mr. Wells, let me ask you this question: I notice on the first page 
of your article you mentioned foreign business. There was a time, | 
presume, when your industry was selling abroad in some sizable 
amount? 

Mr. Wetis. When we sold abroad? 

Mr. Jenkins. When you were able to sell in foreign countries, in 
the early days of the industry, of course. 

Mr. We tts. No; we have never had a chance, under any tariff law 
that was written, to compete with foreign competitors in other coun- 
tries, because we had to pay the same tariff and their cost of 
production was so much lower than ours. There was only one time 
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when there was any such business, and that was during the last war 
when imports from Japan were shut off. 

Mr. Jenkins. And their production was down? 

Mr. We ts. Yes. 

Mr. Jenkins. In other words, you have always been distinctly an 
American industry? 

Mr. Weuts. That is right. 

Mr. Jenkins. And your hope is that you can remain an American 
industry? 

Mr. We ts. Yes. 

Mr. Jenkins. And you cannot do that unless you get more 
encouragement? 

Mr. Wetts. No. 

Mr. Jenkins. Have you been getting any better treatment since 
the last time you were here; that is, is there any difference between 
the method of those who have handled your case in the State Depart- 
ment? 

Mr. Weis. We have not had actual contacts since the last 
November results came in, Mr. Jenkins, but we did receive notice 
that there would be more courteous reception, and more attention 
when we appeared before the Committee on Reciprocity Information 
and the hearings that were held before the committee; that was 
before they went to Tourquay, and we also were very much surprised 
and pleased to have an opportunity to appear before a subcommittee 
of the Committee on Labor, under Mr. Bailey, who asked us to appear 
and explain the effects of the increased imports on employment. 
And we have a very fine hearing there. 

Mr. Jenkins. I gather from your statement, that while you are 
not satisfied you are given a little more consideration? 

Mr. We tus. Yes; we are perhaps being treated a little more 
courteously, and given a little more information. They did restore 
practically all of the items of one type when they abrogated the 
Mexican Treaty on the Ist of January of this year. But they have 
taken the identical program with them to Torquay, and we are just 
as sure as | am sitting here that when they get back te this country 
the whole effects of the Mexican Treaty abrogation will be gone. 

Mr. Jenkins. And since the Japanese trade has been subsidized to 
some extent you do not have a chance? 

Mr. We tts. I do not know that they pay an actual subsidy, Mr. 
Jenkins, but they have a particular value that applies on pottery 
that is imported into this country and on that the value was lower. 

But there is every indication that effort is being made, because 
they are sending more technical men from this country to Japan, and 
America is paying their salaries, to teach the Japanese better, if they 
need to know, to make competitive articles. 

Mr. Jenkins. They are still importing? 

Mr. Wetts. Quite frequently some of the same patterns are coming 
in, particularly of the newer types that we consider the more modern, 
in competition with American products. 

Mr. Jenkins. | remember you told a story to the committee 2 or 
3 years ago about an incident that occurred in Pittsburgh. 

Mr. We tts. Yes. 

Mr. Jenkins. For some of the Members’ benefit who were not here 
I would like you to tell that story again. 
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Mr. Wetus. The case in point occurred before the war, and an 
exact copy was made of an American pattern. It was on exhibition 
in a store in Pittsburgh. A new buyer had bought that item, that 
pattern when in Japan, and the old buyer, as I recall, fixed the price 
on the service for 10 for the American article at $112, or something 
like that, and the new buyer for the same article from Japan at $69. 
That was the identical pattern. 

Mr. Jenkins. In other words, the buyer got the same article from 
Japan at about half price? 

Mr. Weuus. That is right. 

Mr. Jenkins. It was sold right in your back yard? 

Mr. Weuts. Right in the back yard; yes. 

Mr. Jenkins. I notice in your statement that as the production 
goes down the foreign products and imports go up? 

Mr. Weuus. That is the disturbing feature of it, of course. 

Mr. Jenkins. Almost identically in the same proportion. 

Mr. Weuus. As the demand for many of the articles has gone up 
there has been an increase in imports, and the greatest proportion of 
the supply of the demand has been met by imports. 

Mr. Jenkins. In the first 6 months of 1950 your sales were down 
25 percent, and the imports were up 30 percent? 

Mr. Weutus. That is right. 

Mr. Jenkins. There must be some relationship between those two 
figures, because they are so close? 

Mr. Weutus. That is right; people simply purchase the items they 
can get at the lower price, that is what they are going to buy. 

Mr. Jenkins. That is all. 

Mr. Coorer. Mr. Mills will inquire. 

Mr. Mitus. Mr. Wells, as I understand, you are representing the 
Homer-Laughlin China Co. You apparently are an official of that 
company? 

Mr. Weis. Yes; I am secretary-treasurer. Actually I am repre- 
senting here the United States Potters Association, but our company 
is a member of that group. 

Mr. Miuus. Yes. Now for a number of years the escape clause 
has been available to you in the chinaware business, has it not? 

Mr. We tts. That is right. 

Mr. Mitus. Has your company ever filed an application with the 
Tariff Commission? 

Mr. Wetts. No, Mr. Mills, we have not, for two reasons. First 
of all, up until last year, until the early part of 1950, we would have 
had no proof to show that the imports were cutting into profits. 
Now we have the proof. 

And the second reason is that there have been some cases where 
applications were filed where the proof was submitted and the Tariff 
Commission has turned it down even without an investigation. And 
some of those cases, particularly the ones that I have in mind, are 
closely parallel and we could not possibly have made a better presen- 
tation. That industry is practically out of business today. But the 
Tariff Commission will not investigate, and we feel it would be 
hopeless. 

However, it is quite possible that as things quiet down from what 
they were 6 or 8 months ago that we will go through, make appli- 
cation, but with no real hope that we will get relief. 
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Mr. Miuus. Your appearance before the committee on the occasions 
when we have been considering this matter have been largely for the 
reason that, as an official of your company, and speaking for the in- 
dustry in general, you feared an injury rather than the fact that you 
had sustained an injury? 

Mr. Wetus. And what we anticipated, when we appeared before 
has happened, as evidenced by the figures submitted for 1949 and 
1950. That is what we anticipated and it has happened. 

Mr. Mitts. You feel that what happened between 1949 and 1950 
entitles you to a higher tariff? 

Mr. We ts. It is not entirely for that. That is one. 

Mr. Mituis. What were some of the other causes? 

Mr. Weuts. There was a general decrease in profits of all com- 
modities produced by American industry. 

Mr. Mitus. A general decrease in profit on all commodities pro- 
duced, was there not? 

Mr. We ts. Yes; that is right. But while that was going on the 
general public was buying increased quantities of imports and less of 
the products of American industry. 

Mr. Muuts. Practically all of the reduction that could be made 
under existing authority in this connection has been made on China- 
ware already? 

Mr. Wetus. Almost. There are still a few spots. 

Mr. Mitts. The continuation of the program, with assurance of 
no further reductions, could not relieve your industry, could it? 

Mr. We.ts. We got some relief with the abrogation of the Mexican 
Treaty. That was a very important relief. 

Mr. Mitus. The Mexican agreement, I understand, would not 
apply generally; there were about three reductions. 

Mr. We tts. In the Torquay agreement? 

Mr. Muuts. In the Mexican Agreement. 

Mr. Weutts. Yes. 

Mr. Mitus. What were they? 

Mr. Wetts. One was a reduction on clay materials only. 

Mr. Mixts. Is that in competition with American products? 

Mr. We tts. No; not if it was made in Mexico. But this first-grade 
earthenware that comes into this country will have that reduction 
in duty. That will not benefit the Mexican producers, but it means 
that hundreds of items will be imported from other countries. Nobody 
in Mexico benefits by it, but Italy has benefited by the Mexican 
reduction. 

Mr. Minus. You are again appearing before the committee, as you 
did, because of the fear of what might happen to vour industry? 

Mr. We tts. Because of what happened, and we know val the 
information we have today that it will happen again. But I will say 
this, Mr. Mills, that a return of the tariff act that was written in 1930 
will do us no good whatsoever; that will not stop the imports. 

Mr. Minus. Are vou advocating that the committee write a tariff 
in excess of the 1930 rates? 

Mr. Weis. Yes, and that there be written into the trade agree- 
ments by the House or by the Congress a provision that will protect 
our industry, and that the present rates of tariff in the 1930 law be 
increased. 
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Mr. Mitts. Would you mind stating just what vou think the rate 
should be? 

Mr. Wetus. I do not think I could. If an ad valorem rate of 70 
percent, and 10 cents per dozen specific could be made that would 
not stop imports from Japan, nor would 300 percent or 200 percent 
stop imports from Japan. 

Mr. Mruis. Would it stop them from Germany? 

Mr. Weis. Yes; and it would stop them from England, particu- 
larly from England, and it was with the help and assistance of the 
English importers and exporters to this country that we got the pro- 
vision in the 1930 act, 10 percent specific duty, because they had a 
certain amount of ad valorem to make up against the Japanese, and 
they were helping us to right that protection against the Japanese, 
because the rate, ad valorem duty, would have no effect whatsoever. 

Mr. Miuus. Thank you. 

Mr. Coorrer. Mr. Sumpson will inquire. 

Mr. Simpson. Mr. Wells, do you have any doubt that your industry 
will be stopped completely? 

Mr. Wetus. None whatever; it is only a question of what can 
happen; it is just a question of how much can be made in this country. 

Mr. Simpson. Did it ever occur to you that this may be happening 
just by design, to eliminate your business? 

Mr. Weuus. I hate to think that; I would hesitate to think that. 
I have seen some curious things happen in Washington, things done 
by certain individuals, but I do not believe anybody wants to see that 
happen. 

Mr. Simpson. You do not have any illusions about this committee 
going to the relief of your industry by legislative action? 

Mr. Wetts. I do not know, Mr. Simpson, but we certainly feel 
that it is our obligation, to our people who work in our industry, to 
see what we can do down here. 

Mr. Simpson. No one has attempted to answer your case as yet? 

Mr. Weuts. No; not as yet. 

Mr. Simpson. And you are not getting any information down there? 

Mr. Wetus. No. 

Mr. Simpson. And you are not given any sympathy or interest on 
the part of the Congress. 

Mr. We tts. Judging from the results from what has happened when 
I have appeared before the Committee on Reciprocity Information 
there has been no attempt whatsoever to correct the situation. 

Mr. Simpson. And you are discouraged, are you not? 

Mr. Weuus. Very much so, 

Mr. Coorer. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarter. Mr. Wells, Mr. Jenkins mentioned an incident, 
or you did in response to his request, where a buyer went into a 
department store and paid $69 for a dinner set that he had previously 
paid $112 for. Is that correct? 

Mr. Wetts. That is approximately correct. 

Mr. Jenkins. That was the instance 

Mr. Wexus. I do not remember the exact amount. 

Mr. Esernarrer. I just wanted to bring to the attention of the 
committee that the poor consumer has been able to save about $43, 
while we are thinking about consumers. 
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Mr. We ts. Well, if you are interested solely in consumers who 
cannot afford to pay for the high-grade china, they will be helped by 
the American producers of pottery with the cheaper kind of dinner 
ware. If they want to buy the cheaper ware that can be done. For 
those who wish to buy the more expensive ware it is available, but 
for the people who cannot afford to pay the higher price they have an 
opportunity to buy our other ware. 

Mr. Esernarter. Some people in this country, in the lower-income 
brackets, or middle-income brackets, might like a little finer dinner set. 

Mr. We ts. Yes. 

Mr. Esernarter. And you would not deny them the opportunity 
to buy that, and save $43, would you? 

Mr. We tts. Well it is up to them; it depends upon their taste, and 
if they have a taste that demands the finer china they should pay 
for it, unless you want to protect the foreign producer of china, Japan, 
for instance. I am talking about what we can do to meet the com 
petition. 

Mr. Reep. Mr. Chairman. 

Mr. Coorer. Mr. Reed, of New York, will inquire. 

Mr. Reep. | just wanted to ask what the over-all employment in 
the chinaware business is, as a whole? 

Mr. We tts. About 30,000 people. 

Mr. Reep. About 30,000? 

Mr. We tts. Yes. 

Mr. Reep. That would represent the men in the smaller com- 
munities? 

Mr. Wetts. That is right. There are about a dozen small towns 
in Ohio, Pennsylvania, and West Virginia that only have one industry, 
and that is pottery. 

Mr. Miuus. Mr. Chairman. 

Mr. Coorer. Mr. Mills will inquire. 

Mr. Mitus. May I inquire of Mr. Wells how many people were 
employed in the industry in 1939? 

Mr. We ts. I presume that it would be about the same. 

Mr. Mixus. Will you supply that information for the record? 

Mr. We ts. Yes; I can do that, because I have it. 

(The information requested, when received, will be placed in the 
Committe : files.) 

Mr. We ts. ‘There has been an expansion of the industry during 
the war, and a few additions made, and everybody would like to 
have put in more improvements, new plants, and we have spent 
cauntiian like 2.5 million dollars, but the ECA has spent millions 
of dollars in Japan and large plants have been built in England 
where they are increasing their production with the addition of these 
plants. 

Mr. Miuus. There has been expansion but there has been no 
reduction in earnings? 

Mr. Wetus. No; not until last year. 

Mr. Mitus. You did not consider that a normal market, did you? 

Mr. Wetus. We hope not. We hope today is normal business 
but——— 

Mr. Mitts. It is a much better market for most things than 1939 
was, 

Now, we talk about normal markets, and have been ever since I 
have been on this committee, since 1949. I have heard witnesses 
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say that we cannot judge by the present period because we are not in 
a normal period. Since I have been on the committee that statement 
has been made, that we are not in a normal period, and that when 
we get into the normal period we will suffer. Yet we have not come 
to such a “normal’’ period, except for this period of a few months 
since the end of the war, when there was some decline in employ- 
ment. 

Mr. Wetus. Well, if you maintain 

Mr. Mixus. I am not maintaining anything; I am just stating 
the facts, Mr. Wells, as I understand them. Since the first year I have 
been on the committee witnesses have appeared talking about a 
“normal period.’’ I would like to know what the normal period is 
going to be. We have heard about normal periods from every witness 
appearing before this committee, who say we are not now in a normal 
period. 

Mr. We tts. That is right. 

Mr. Miuis. But I do not see how you can say the program is 
going to hurt you in a normal period when you do not know what 
a normal period is? 

Mr. Weuus. Well, we know what it is not. 

Mr. Mitts. But you do not consider that we have a normal period 
when we are—— 

Mr. We ts (interposing). We do not consider a normal period 
when a war is going on. 

Mr. Mitts. | will agree to that, but the point is that every time 
we have had this matter up the witnesses say they have not been hurt, 
because we have not had a normal period, but that we will be hurt 
when the normal period arrives. 

Mr. We tts. All right. 

Mr. Mitus. And I would like to know what the normal period is? 

Mr. We ts. If you will notice in my presentation I did not use 
the word “‘normal’’; I used the word “ peak.”’ 

Mr. Mitus. What is a peak period? There have been periods of 
heavy employment when we have had a tremendous national income; 
and it is always possible that a lot of things will have to be done, yet 
a lot of things have not been done. We cannot legislate on the basis 
of whether we expect something to happen sometime in the future; 
we cannot legislate on somebody’s prediction. 

Mr. Wetus. No, but we are justified in trying to legislate in such a 
way that the normal employment, in war or in peacetime, the normal 
employment will be protected. 

Mr. Mitus. What I am trying to get at is this: And I am as much 
interested in protecting American business as anyone else. I have 
been all my life interested in the problems of business, and I think I 
know something about the problems of business, but since I have been 
on this committee I have not heard any special evidence offered by 
anybody that there is an immediate injury; it is always a prospective 
injury. 

Now it is going to be difficult for me, without any evidence that an 
industry has been actually injured, to determine that they are being 
injured. That is why I am asking what you mean by a normal 
period, because we do not know what is happening except in periods 
which you say are not normal. 
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Mr. We tts. We consider the injuries are real, Mr. Mills, when we 
know what is happening, when 5,000 people are out of jobs at a time 
when imports are being increased. We consider that a definite injury. 

Mr. Mitus. The information that I want to bring out when Dr. 
Martin takes the stand is that there has been a decline in imports 
along with the increase in production. 

Mr. Weis. Well all you have to do is to read the reports of {the 
Department of Commerce. 

Mr. Miuus. That is what I am going to do; I am going to take the 
information used by the Tariff Commission. 

Mr. We ts. Well certainly there is no effort to attempt to juggle 
figures. 

Mr. Miutus. I realize that. 

Mr. Cooper. Any further questions? 

Mr. Mitts. No. 

Mr. Coorer. Mr. Curtis will inquire. 

Mr. Curtis. In trying to find out if we have ever had a normal 
period it might be a good idea to examine the message that came down 
from the President very recently to the Congress indicating that we 
are in a state of emergency. 

Now there are just a few brief things that I want to ask about. One 
is concerning a letter that was written recently to General Mac- 
Arthur. You referred to that. 

Mr. We tus. Well, the British were very much concerned about the 
production of earthenware, similar to what we are up against. There 
was a great increase in the Japanese imports in competition with 
imports from Great Britain. And the trade association decided to 
have their secretary write a letter to General MacArthur to see what 
could be done about stopping Japanese imports into this country. 

Mr. Jenkins. One statement, Mr. Chairman. 

Mr. Cooper. Mr. Jenkins will inquire. 

Mr. Jenkins. I just want to say that my inquiry of Mr. Wells 
concerning the illustration of the situation at Pittsburgh was that 
the buyer went through the store and looked at some chinaware, 
believing that it was china, and when he found out that it was 
china made in Japan, it resembled it so closely that he did not know 
the difference. That was my thought. 


STATEMENT OF DR. ROBERT F. MARTIN, REPRESENTING VITRI- 
FIED CHINA ASSOCIATION AND UNITED STATES POTTERS 
ASSOCIATION 


Mr. Cooper. Our next witness is Dr. Robert F. Martin. About 
how much time will you require, Dr. Martin? 

Dr. Martin. I will take about 10 minutes. 

Mr. Coorer. Very well, will you state for the record your full name 
and the capacity in which you appear. 

Dr. Martin. Mr. Chairman, I am Robert F. Martin, representing 
the Vitrified China Association, 312 Shoreham Building, Washington 
5, D. C., and the United States Potters Association, East Liverpool, 
Ohio. The members of these associations account for over four-fifths 
of the vitrified china and semivitreous or earthenware tableware pro- 
duction in the United States. 


78354—51——26 
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From the standpoint of these industries, it was indeed heartening 
to hear Secretary Acheson’s acknowledgment that there are certain 
types of American production that are by nature vulnerable to cheap 
foreign wage competition and need special protective consideration to 
prosper and maintain American employment and wage standards. 
Before this committee on last Monday he said: 

There are some special cases in which disparities in wages might create some 
degree of competitive problem, even for United States industry. This is particu- 
larly the case in industries where there has been relatively little mechanization and 
where labor ost is still a very large proportion of total cost. 

We can hope that the State Department staff that establishes the 
tariff party line will concur in this bit of realistic deviationism from 
the free-trade goal by the Secretary. We shall know better how 
seriously his ideas are taken when the results of the secret deals at 
Torquay are revealed to the American citizens whose economic 
livelihoods are the subject of the darkroom diplomatic dickering 
there. Meanwhile, for reasons I have presented to this committee 
before, we cannot rest wholly at ease because of apparently sincere 
commitments relating to this program made by Secretaries of State 
to this committee. 

We have also recently a refreshing recognition that tariff cuts may 
victimize some American industries and employees, in an article by 
Clair Wilcox, Relief for Victims of Tariff Cuts, in the December 1950 
American Economic Review (pp. 884-889). Of course, he recom- 
mends that nothing be done about it except put the victims on the 
relief rolls and train and direct them to other jobs, if any are available. 
It is real progress, however, to have such a driver realize that he has 
run over someone, even if all he does as yet is philosophize while he 
drives on, leaving his victim in the middle of the road for some other 
person or agency “devoted to relief for the needy to look out for. 

Had such e xpressions of concern appeared a year ago, the American 
dinnerware industry would have been encouraged to apply for relief 
under the escape clause last spring when some plants were down to a 
3- and 4-day week operatinglevel. We were considering an application, 
in spite of the administrative and policy obstacles and the experience 
of others, when the United States entered the war in Korea. This 
induced a spurt in buying that enabled us to postpone the application. 
It is our hope that meanwhile the escape clause policy and administra- 
tion can be so modified as to carry out in fact and in good faith the 
promises made for it by those who claim that it is really a safeguard 
that justifies Congress in turning over its powers and responsibilities 
on such a wholesale scale to the Executive. 


THE ESCAPE CLAUSE 


The clause on which we are asked to rely reads as follows: 


If, as a result of unforeseen developments and of the concession granted by the 
United States on any article in the trade agreement, such article is being imported 
in such inereased quantities and under such conditions as to cause, or threaten, 
serious injury to domestie producers of like or similar articles, the United States 
shall be free to withdraw the concession, in whole or in part, or to modify it, to 
the extent and for such time as may be necessary to prevent such injury. 


When, in an effort to assess the reliance we can place on this 
assurance, we turn to the view of the former head of commercial policy 
and adviser of the Department of State, Mr. Wilcox, we are chilled. 
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Says he in the article cited above in reference to possible compensation 
for injury instead of escape-clause relief, which he appears to ignore 
as an effective preventative or cure for injury: ‘It would be difficult, 
if not impossible, to develop acceptable criteria for injury.”’ He 
recommends evading the problem by simply putting victims displaced 
by the program on public assistance, so that “the measurement of 
injury would never have to be faced.” 

The criteria as formulated by the Tariff Commission, in response 
to the request of this committee, appear on the whole reasonable and 
we must turn to the record for guidance on the pledge’s effectiveness. 
The record to date shows that of 15 applications on which action was 
taken the Commission turned down all but one, and that was ap- 
proved under conditions leaving doubt as to its significance for other 
industries. This morning the dismissal of another case was an- 
nounced. Even this one case of favorable action is not final, for our 
trade-agreement friend, Czechoslovakia, has protested that the 
application of the escape clause in this instance is an illegal violation 
of the agreement, and an intersessional working party at the Torquay 
Conference is considering the matter. Such a blank may possibly 
have been justified by conditions, but it must be admitted that it is 
not encouraging to other industries asked to rely on this remedy. 

1 offer for inclusion in the record, Mr. Chairman, the statement of 
the United States Tariff Commission on disposition of escape-clause 
applications to date. 


Applications for investigations under escape clause provisions of trade agreements 


Name and address of 
applicant 


Date received Status 


Commodity 





!isrnissed without formal, 
investigation, Aug 
| 1948. 

Sept. 7,1948 | Dismissed without formal 
investigation, Jan. 3, 
1949. 


Marrons..._. 20, 1945 


| G. B. Raffetto, Inc., New | 
| York, N.Y. 


Apr. 


or 
ats 


United States Distillers 
Tariff Committee, Wash- 
ington, D, C. (applica- 
tion filed on behalf of 28 
distilling companies). 

The DeMeritt Co., Water- 
bury, Vt. (6 other pro- 
ducers). 


2. Whiskies and spirits 


} 


10 1948 | Formal investigation or- 

dered Apr. 27, 1949, 
Completed Dec. 20, 1949. 
No modification in con- 


cession recommended. 


. Spring elothespins___. 


5. Crude petroleum and pe- 


\. Hops 


7. Reeds, wrought or manu- 


Knitted berets, wholly of 
wool. 


troleum preducts. 


factured from rattan or 
reeds, cane wrought or 
manufactured from rat- 
tan, cane webbing, and 
split or partially manu- 
factured rattan, ms. p. f. 
. Narcissus bulbs id 





. Sponges, n. s. p. f 


The American Basque Be- 
rets, Inc., New York, 


Independent Petroleum As- 
sociation of America, 
Washington, D.C. 

United States Hop Grow- 
ers Association, San Fran- 
cisco, Calif. 

American Rattan & Reed 
Manufacturing Co., 
Brooklyn, N. Y. 


Northwest Bulb Growers 
Association, Sumner, 
Wash. 

Welfare 


Sponge industry 





| 


Committee, Chamber of | 


Commerce, Board of City 
Commissioners, Greek 


| 


Community, allof Tarpon | 


Springs, Fla. 


11, 1949 | 


15, 1949 | 


. 28, 1949 | 


June 


June 


20, 1949 | 


9, 1949 


14, 1949 


Dismissed without formal 
investigation, July &, 
1949. 

Dismissed without formal 
investigation, May 3, 
1949. 
investigation, May ll, 

Dismissed without formal 
investigation, May 11, 1949. 

Dismissed without formal 
investigation, Feb. 
1950. 


17, 


Dismissed without formal 
investigation, Jan. 13, 
1950). 

Dismissed without formal 
investigation, July 4 
1949. 
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Applications for investigations under escape clause provisions of trade agreements— 
Continued 





Commodity N — — of Date received Status 





. Knit gloves and knit mit- | Association of Knitted | Aug. 5,1949 | Action deferred to study 
tens finished or unfin- | Glove and Mitten Manu- further Qepepmenta, 
ished wholly or in chief facturers, Gloversville, Nov, 22, 1 
value of wool; gloves and Ms He 
mittens embroidered in 
any manner, wholly or in 
chief value of wool; gloves | 
or mittens, knit or ecro- | 
cheted, finished or unfin- | 
ished, wholly or in chief | 
value of cotton. 

. Knitted berets, wholly of |The American Basque | Nov. 23, 9 | Dismissed without formal 
wool (2d application). 1. a Inc., New York, investigation, Jan. 13, 

1940. 

2. Woven fabrics in the piece, | Textile section of the manu- | Jan. 5, 1950 | Dismissed without formal 
wholly of silk, bleached. | facturers division of the investigation, Sept 21, 
printed, dyed, or colored, | Greater Paterson Cham- | 1950. 
and valued at more than | ber of Commerce, Pater- 
$6.50 per pound, | son, N. J. s 

3. Women’s fur felt hats and | The Hat Institute, Inc., | Jan. 24,1950 | Investigation completed. 
hat bodies | United Hatters, Cap &« | | Certain of the conces- 

Millinery Workers Inter- | sions withdrawn. 
national Union, New | 
York, N.Y. | 
Stencil silk, dyed or col- | Albert Godde Bedin, Inc., | Jan. 30,1950 | Pending. 
ored. New York, N. 
Beefand veal, fresh, chilled, | Western States Meat | Mar. 16,1950 | Dimissed without formal 
or frozen. Packers Association, San investigation, June 30, 
Francisco, Calif., and 1950. 
Washington, D.C. 
Aluminum and alloys, in | Reynolds Metals Co., Louis- | Mar. 24,1950 | Dismissed without formal 
crude { form (except scrap) ; ville, Ky. | investigation, Nov. 21, 
aluminum in coils, 1950. 
plates, bars, rods, ete. | 

. Aluminum and alloys, in | Kaiser Aluminum & Chem- | Apr. 7, 1950 Do, 
crude form (except scrap) ; ical Corp., Washington, | 
aluminum in coils,}| D.C. 
plates, bars, rods, ete 








. Lead-bearing materials, | Emergency Lead Ms ee May 11,1950 | Dismissed without formn? 
lead and lead scrap. tee, New York, N. Y. investigation, Jan. 25, 
| 1950. 
. Lead-bearing materials, New Mexico Miners and | May 16,1950 | Pending. 


| Prospectors Association 
| on behalf of lead producers 
| of New Mexico, Albu- 


lead and lead scrap 


querque, N. Mex. 

. Hatters’ fur, orfurs not on | The Hatters’ Fur Cutters | June 22,1950 Formal investigation or- 
the skin, prepared for As sociation of the U.8.A., dered Jan. 1, 1951. 
hatters’ use, including | New York, N. | 
fur skins carroted. 





We are in favor of the peril-point procedure as offering a means 
of preventing rather than trying to cure injury 

If this is not to prevail, but the ese ape ¢ avi relied upon, we have 
another suggestion. The delegation of such wide authority over the 
livelihoods of so many of our people, and the doubts you have heard 
expressed concerning the full effectiveness of the actual operation of 
the safeguards ¢ laimed by the administrative recipients of such power, 
lead us to this suggestion. Would it not be wise, Mr. Chairman, for 
your committee to set up a watchdog subcommittee of your members, 
to keep in constant touch with the administration of this delegated 
power? 

Such an arrangement would have the advantage, if the present wide 
range of discretion is to be left in the hands of the executive agencies, 
of providing an effective means for the checking on such power whic h 
our system “of government calls for. Only when it became apparent 
that the policy intended by the Congress is being ignored or evaded, 
or that assurances now given by the administrators were being vio- 
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lated in specific cases, would the subcommittee need to bring the 
matter to the committee’s attention with recommendations for 
corrective action. 


THE POSITION OF THE AMERICAN DINNERWARE INDUSTRY 


As I have indicated to this committee before, the American china 
and earthenware dinnerware industry is vulnerable to competition 
from countries using cheap and child labor because labor is an wnusu- 
ally large factor in production. It accounts for between 55 and 75 
percent of total costs in the various types of dinnerware. Wage rates 
in this industry in the principal foreign countries exporting to the 
American market range from one-third to one-tenth of the wage 
level of the American producers. The industry thus falls in the class 
of special situations, mentioned by Mr. Acheson before this committee 
as quoted above. 

Imports since World War II have increased steadily to a current 
rate valued at three times prewar. Last year the market became 
saturated and domestic producers began to suffer, but buying picked 
up at the start of the war and we, like everyone else, have no clear 
idea of what the new controls will do, either to the market or to us. 

We are clear on this: If the trade agreements program is to be 
conducted on a business-as-usual bais and make commitments for the 
future, we know that on a business-as-usual basis we will be in very 
bad shape, requiring some sort of protective action. In the case of 
Japanese china, this will probably have to take the form of a quota 
restriction, since there is no hope meeting prices based on wages of 10 
to 12 cents an hour with the present tariff. 

We are mindful that the British built a new china plant at Barlaston 
in the midst of World War II to increase china shipments to this 
market to get sorely needed dollars. This plant, of course, continued 
after the war and contributes to the present British Government 
forced exports program which has increased china shipments to this 
country to nearly 10 times pre-World War LI. 

The role of foreign governments with planned economies in forcing 
shipments to this market regardless of tariffs makes us anxious not 
to have the State Department close too many doors on defensive 
measures under the guise of negotiating trade agreements. 

I would like to state at this point that questions of what is normal 
and what is not normal, ete., are not too important to us at the 
moment, for commitments are being made for the future. When we 
say we are worried about the trend of developments in the future, I 
do not think it is quite just to say “Well, you have not been hurt 
before. What are you crying about?” My understanding is that the 
application at the present time is for a 3-year extension of this act, and 
we are looking 2 and 3 years ahead. 

It might well be a responsibility of the subcommittee I have sug- 
gested above to see that the ITO principles which would tie our hands 
are not sneaked in by the back door in these multilateral trade agree- 
ments against the policy and without the approval of Congress. 


ESSENTIALITY OF THE POTTERY INDUSTRY 


In more normal times the maintenance of a healthy pottery industry 
is essential to a well-balanced economy and America’s place in the 
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world of art and culture. It should not be sacrificed to the machine 
god nor to a rigid theory of bookworm or striped-pants economists 
which works only in the dream world and not the less perfect one in 
which we live. As a down-to-earth judgment, I refer you to the fact 
that the Vitrified China Association received the 1950 grand award of 
the American Trade Association Executives for outstanding service to 
the industry and to the American public; the Secretary of Commerce 
was chairman of the jury of awards. 

In times of stress, the Nation requires the services of the American 
pottery industry, the potter’s art, his kilns and his skills. The 
industry is included in the ‘‘essential activities” list of the Department 
of Commerce and the skilled jobs in the “critical occupations” list 
of the Labor Department. As Mr. Torbert has indicated, in addition 
to our regular essential products, we are are already working in the 
present mobilization program on direct defense items. The sacrifice 
of this industry to a trade theory would endanger the Nation’s safety 
in times of stress. 

CONCLUSION 


To sum up, the American dinnerware industry expects to be forced 
by coming events to seek relief from cheap foreign wage and planned 
foreign government-forced shipments into our market and would like 
the Congress and this committee to be vigilant to see that the neces- 
sary means and channels for providing such relief are, in fact, kept 
open to it. 

Mr. Cooper. Are there any questions? 

Mr. Miius. Dr. Martin, as I understand, you represent the pro- 
ducers in the entire field of chinaware, earthenware, and vitreous 
china. 

Dr. Martin. No; just the tableware. 

Mr. Mutts. Just the tableware? 

Dr. Martin. Yes, sir; not the pottery industry as a whole but 
just the china earthenware and tableware. 

Mr. Mrius. Let me ask you a few questions I have been interested 
in about the entire industry and see if I get your thinking on a phase 
of the industry that interests me. I merely ask the questions to 
learn what the situation is, because I want to know. 

Is it not true that the domestic production of china hotel table and 
kitchen articles has always supplied virtually all of the United States 
requirements and that the imports have been negligible? I am talking 
about household table and kitchen articles. 

Dr. Martin. As to hotel table and kitchen articles, ves, sir. 

Mr. Mitts. In fact, since about 1930 the imports of those articles 
have generally been less than 1 percent of the domestic production as 
to quantity? 

Dr. Martin. Yes. Up to the present, we are not concerned on that 
score. The British Working Party report 2 or 3 years ago recom- 
mended that the British start the production of vitreous hotel china 
to ship to this country. I do not know what has been done about that 
as yet. 
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Mr. Mitts. These hotel china table and kitchen articles that may be 
plain, as Mr. Wells referred to—a plain dish or cup or saucer—may 
include vitreous china as well? 

Dr. Martin. Yes. It can be plain or decorated. You have been 
talking about hotel china; that is a different product from household 
china. 

Mr. Mitts. How does the domestic production of china household 
table and kitchen articles in recent years compare with prewar in 
thousands of dozens of pieces? Do you have those figures? 

Dr. Martin. I do not have the dozens figures at hand. I will be 
glad to put them in the record. 

Mr. Mitts. Let me ask you if these figures are anything like correct. 

In 1937, 145,000 dozen; 1938, 130,000 dozen; 1939, 170,000 dozen; 
1947, 840,000 dozen; 1948, 1,080,000 dozen and 1949, 1,140,000 dozen. 

Are those figures approximately correct? 

Dr. Martin. That is right for household china; yes, sir. 

Mr. Mus. So that there has been a very material increase in the 
domestic production since 1937? 

Dr. Martin. Yes. 

Mr. Mitus. How do the imports of china household table and kit- 
chen articles in recent years compare with prewar on a thousands-of- 
dozens basis? Unless you have the figures readily available, I will 
ask you the same question—if these figures are correct. 

Dr. Martin. I have my tables here which show we are running at 
the present time about double the prewar imports. 

Mr. Mruts. Well, are these figures correct? 

In 1937, 6,147,000 dozen; 1938, 3,479,000; 1939, 3,566,000; 1947, 
654,000; 1948, 2,069,000; 1949, 2,778,000; and the first 9 months of 
1950, 4,042,000. 

Dr. Marry. Yes; although I would like not to stop at the first 9 
months, because the October and November imports jumped nearly 
40 percent over the previous months. 

Mr. Minis. You do not have the figures for the entire vear? 

Dr. Marrtry. I have the figures by months through November. In 
fact, | would like to offer for inclusion in the record a table of imports 
by months, showing 1937, 1938, 1939, and then jumping to 1947, 
showing the importations by months. 

Mr. Miuus. Are the figures you are inserting along the line of these 
figures, or do they vary? 

Dr. Martin. They will be along the line of your figures. They are 
official impert statistics. 

Mr. Miuus. I asked the Tariff Commission to give me those figures; 
so I just wondered—— 

Dr. Marri. I do not believe your annual figures show the trend 
the way the monthly figures do. I would like to offer for inclusion in 
the record the monthly record of our imports to show the increase in 
recent months. 

Mr. Mitus. I ask unanimous consent that that be inserted in 
the record. 
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(The matter above referred to is as follows:) 


United States imports of household decorated china table and kitchen articles, 1937-39; 
1947-60 
7 


Total! | Japan | Ge rmany| {nied | Total ! 
| 





United 


| a Germany | Kingdom 


Average per month: 
1037 2 » 
1938 7 .. 

1939? 


| 
re 
- 


January 
February 

March 

April 

May 

June 

July 
August 

September 

October 

November 
December 


Postwar 


January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
December 
January -..-- 
February -. 
March 
April 

May 

June 

July 
August 
Septem ber_... 
October 
Novem ber. 
December 
January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
Decem ber 
January 
February 
March. 
April 
May 

June 

July 
August 
September 
October 
November 





1 Including other countries. 
‘Data for prewar years include undecorated. 
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Mr. Mitts. Now, Dr. Martin, let me ask you this question. There 
has been a decline in all of these years I have mentioned since 1937 
in the number of thousands of dozens of pieces imported. Is that 
right? 

Dr. Martin. There has been a decline? 

Mr. Mitus. Yes. The figures I have read show a decline. 

Dr. Marrin. There was a prewat decline from 1937 to 1939 when 
the Manchurian invasion was started by the Japanese. The Japanese 
exports dropped off because of the war. 

Mr. Mitus. I am not talking about that. 

Dr. Marrin. But the decline came at that time. 

Mr. Mitis. What was the reason we only imported 654,000 
dozen in 1947? 

Dr. Martin. The Japanese and German industries had not re- 
covered from their wartime bombings-——— 

Mr. Mirus. Then why didn’t we import more than 2,069,000 in 
1948? 

Dr. Martin. Again because the recovery was not complete after 
they ceased to produce during the war for export to the United 
States. 

Mr. Minus. Why did we not import more than 4,042,000 in 1950, 
which would not be quite one-third of what we imported in 1937 but 
pretty near? 

Dr. Martin. Because of the Japanese situation—1937 was the 
peak of exports from Japan to the United States, and I do not think 
it is quite fair to take 1937 as a prewar base year. If you take 1937, 
1938, and 1939, you get a completely different picture. 1 would 
rather not select one peak year and compare everything after that 
with it. 

Mr. Mitts. [I am just trying to find out, as a matter of fact, whether 
or not the producers of china household table and kitchen articles in 
the United States have suffered any injury in the past few years. 

Dr. Martin. We were beginning to get injury last spring. In fact, 
I actually started to gather the data to make an escape-clause appli- 
cation. The experience of other applicants was not very helpful. 
The criteria we had available as a basis for applying were very vague. 
We did not quite know how to prepare an application under the 
escape clause. In the meantime, we went to war and the situation 
changed completely, and we have not submitted the application. 
We do not want to be frivilous; we want actually to know the facts 
before acting. It is not a question of threatened injury, for you have 
to have actual injury before they will even look at your case. 

Mr. Miuus. That is what I am trying to find out. You have the 
domestic production in 1950 of china household table and kitchen 
articles. Does the material you submitted for the record include all 
of 1950, or are all the figures available? 

Dr. Martin. Yes. I have the figures here. 

Mr. Mituis. Would you give me those figures? 

Dr. Martin. This is an estimate of the Tariff Commission. I 
believe it is slightly high. In 1950 the production is $13,000,000; of 
imports, foreign value, $9,500,000, estimated. 

Mr. Mixus. Then is it not true that the domestic producers of 
china household table and kitchen articles now have a much larger 
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percentage of the domestic market than they had prior to World War 
Il? 


Dr. Martin. Yes; that is correct. We have many more employees 
whose livelihoods are dependent on the new market situation and our 
new production schedules, and we do not want to go back to prior to 
World War II. 

Mr. Mitts. Then the fears you have expressed to us on the occa- 
sions when this matter has been up for the renewal of the Trade 
Agreements Act have not materialized? 

Dr. Martin. They were materializing last spring. 

Mr. Mitus. Even though you still enjoy that high percentage of the 
market? 

Dr. Marvin. We had a plant constructed to produce ceramic land 
mines during the war. We did not want later to cut back to prewar. 
The employees were already there and not even the Government 
wanted us to throw them out on the street. 

Mr. Miuus. Well, vou are still here. Now, in 1950, the domestic 
production of china household table and kitchen articles is still 
enjoying a much larger percentage of the domestic market than prior 
to World War II. Is not that right? ? 

Dr. Martin. Certainly; ves. But the automobile people have not 
gone back to prior to World War Il. There would be mass unem- 
ployment if they did. 

Mr. Miuus. So the injury which you predicted when we had this 
matter up before has really not materialized? 

Dr. Martin. It was materializing last spring. 

Mr. Minus. Not according to these figures. I am merely trying 
to get the facts. 

Dr. Martin. If we must go back to some historic base period as 
being the ideal, why not go back to prior to World War I or back to 
the Civil War? 

Mr. Mrius. You can go back as far as you want to. You can go 
back to 1930, if vou want to, and give the employment in the entire 
industry compared with the production now or to any other year. 

Dr. Martin. Yes. 

Mr. Mitus. What I am trying to get are the significant facts as to 
whether or not injury has occurred to this industry, or what are the 
facts that indicate the possibility of injury during the next 3 years. 

Dr. Martin. When you have to discharge employees or to go on 
part time, cut the hours of employment, or go on a part-week operat- 
ing basis, I say the employees and the industry are being injured, and 
we were getting to that last spring. 

Mr. Mirus. That began to occur last spring? 

Dr. Martin. Yes, sir; it did. 

Mr. Mituts. How many employees were let out last spring? 

Dr. Martin. | do not know. 

Mr. Minus. Are they out now? 

Dr. Martin. Out attempt was not to let employees go on the street 
but to work less hours. That was our agreement with the union. 
Some plants were down to a 4-day week; one or two were down to a 
3-day week. 

Mr. Minis. You were producing less, though, during that time; 
your total output was less? 

Dr. Martin. Yes, sir; that is correct. The market would not 
absorb our production. 
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Mr. Mitus. How does your total output now compare with that in 
1948 or 1949? 

Dr. Martin. The production now—lI will have to insert that in the 
record. 

Mr. Mitts. But it is higher; is it not? 

Dr. Martin. I believe it is about the same. 

Mr. Miuus. About the same? 

Dr. Martin. Yes, sir. 

Mr. Mitts. Do you anticipate any possible danger of injury to the 
industry from recessions or from the continuation of this program 
for the next 3 years if the Government and the people continue this 
defense program that is now underway? 

Dr. Martin. I say the whole thing is frivolous to continue this 
trade agreements authority with unlimited powers to the Executive, 
if the war situation is going to be such that nothing can be done with 
those powers. I would recommend that the extension not be passed 
under conditions where we are going to be so involved in war that no 
use can be made of those powers. 

Mr. Miuus. I am not getting at that point right now; I am trying 
to find out whether or not you can foresee any injury to vour industry 
over the period of the next 3 years if the people and the Government 
continue this preparedness program. 

Dr. Martin. I simply do not know. 

Mr. Mitzs. With the Government spending $75,000,000,000 a year 
and all of that additional employment created and the demand that 
occurs, is there likely to be any injury to that business in the next 
3 vears from imports? 

Dr. Martin. I wish I could say I thought the Government would 
be logical and reasonable in anything that is done in the preparedness 
program—— 

Mr. Mixus. It won’t be logical to some people, but still that much 
money will be spent. 

Dr. Martin. But if World War II conditions are repeated, it seems 
likely that industry in this country will be asked to sacrifice a great 
many of its products to the war effort. The importers, however, and 
the foreign country exporters will not be asked to make a comparable 
sacrifice. For example, at the moment we have been asked to limit 
colors in our decorations, but there has been no limitation of that 
sort at the present time, to my knowledge, in England, Germany, or 
Japan. 

Mr. Mixus. What I am trying to ascertain—and I know you are 
in a position to give me better judgment than I might have for my- 
self on the point—is, if we continue under the present program for 
the next 3 years or maybe for a longer period, and we spend that 
amount of money, which is all to be spent just for the preparedness 
program alone, is there any possibility, or do you see any possibility 
of injury to your industry from imports? 

Dr. Marvin. Under those assumptions, at the present time, I 
cannot foresee any. But let me say that during those 3 years the 
power to reduce our tariff protection under this Trade Agreements 
Act may possibly be exercised under the “business as usual’’ policy 
by the State Department in the midst of war. Those commitments, 
however, do not have a 3-year termination period. 

Mr. Miits. That is true. 
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Dr. Martin. Those commitments will be made to last into a 
postwar period. 

Mr. Mirus. That is true. 

Dr. Martin. There again we would like not to be tied up by regu- 
lations or agreements which are established to cover conditions now, 
but which may not exist later on. 

Mr. Mixius. Well, those conditions that might arise at the end of 
the 3-year period can be evaluated by the Congress to determine 
whether the authority would be permitted to continue beyond that 
period. You are well aware of that. 

Dr. Marvin. Is it your belief that Congress could annul trade 
agreements at the end of this 3 years if that appeared desirable? 

Mr. Mitus. I do not know whether it could legally. I think 
possibly it could. Frankly, I do not know. 

Dr. Marriy. It would be a very difficult matter, I think. 

Mr. Mixius. I do not know. I think the Congress would have that 
right. 

Dr. Martin. Well, it is so difficult even now that although the 
Tariff Commission has found injury in the case of hats, the case still 
has to go over to Torquay for an intersessional conference to find out 
whether we are going to be able to continue this one escape under the 
agreement with Czechoslovakia. We cannot annul the agreement 
out of hand; you have to go to the international authority and have it 
discussed and others may then out-vote us. 

Mr. Mirus. You refer to the State Department operating under the 
reciprocal-trade program. 

Dr. Martin. Under this program without reference to the policy 
Congress has adopted. 

Mr. Minus. But if Congress extends the authority and action is 
taken under that authority, I should think that authority could be 
taken away by action taken directly by Congress. 

Dr. Martin. That would be frankly difficult in an international 
treaty. Congress would hardly annul an international treaty out of 
hand. 

Mr. Mitus. We have never breached our international treaties. 

Dr. Martin. We use “agreement’’ euphemistically in this program. 
It is an international executive agreement having the force of a treaty. 

Mr. Mixus. If it is a treaty, I will agree. 

Dr. Martin. They are calling it something else in order to avoid 
the necessity of ratification by the Senate. 

Mr. Minus. But you will be satisfied with a 3-vear continuation, 
provided we appoint a subcommittee of this committee that can serve 
as a watchdog over the operations of it? 

Dr. Martin. I prefer not to, but that is my last resort. If this is 
done, if perforce the program is to be continued as it is, I would say 
the least Congress can do is to keep some check on this blanket 
authority it is delegating. Under those conditions, we ought to have 
some sort of watchdog constantly on the job. 

Mr. Mitus. You have more confidence in Congress on that point? 

Dr. Martin. I have more confidence in Congress than I have in 
the State Department. 

Mr. Mituis. We appreciate that very much. 

Mr. Cooper. We will take a recess at this point until 1:30 p. m. 
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AFTERNOON SESSION 


The committee resumed, pursuant to the recess, at 1:30 p. m., 
Hon. Jere Cooper presiding. 

Mr. Cooper. The committee will please be in order. Dr. Martin, 
apparently those Members who wanted to ask you some questions 
have not yet come in and, if you do not mind waiting, we shall call 
somebody else until they do come in. 

The next witness is Mr. Thomas D. Rice. 

Mr. Reep. Mr. Chairman, may I at this point in the record insert 
a statement submitted by the Independent Petroleum Association 
through Russell B. Brown, general counsel. 

Mr. Cooper. Without objection, it will be received at this point. 

(The statement is as follows: ) 


STATEMENT BY RvusseE.__ B. Brown, GENERAL COUNSEL OF THE INDEPENDENT 
PETROLEUM ASSOCIATION OF AMERICA 


My name is Russell B. Brown. I am general counsel of the Independent 
Petroleum Association of America which is a national organization representing 
independent producers of crude oil throughout every oil-producing area of the 
Nation. This statement is made for the purpose of informing the committee of 
certain effects on our economy, our national security, and the domestic petroleum 
industry resulting from agreements made under the authority of the Reciprocal 
Trade Agreements Act and to suggest amendments to that act. 

As applied to petroleum, agreements reached under the act have served to 
emphasize the use of foreign oil and to increase our dependency on foreign supplies. 
This has been damaging to the domestic oil industry and has retarded its contri- 
butions to our national security. At this critical period in our history, when oil 
is looked upon as a vital munition which must be available in sufficient quantities 
from reliable sources, we feel it is of utmost importance to examine with caution 
our reciprocal trade policy. 

Today we are importing an average of 1,000,000 barrels of oil a day. This 
is compared to approximately 850,000 barrels daily in 1950, 440,000 barrels a day 
in 1947, and 160,000 barrels in 1939. To those unfamiliar with the implications, it 
may appear that we are fortunate in being able to obtain increased foreign supplies. 
Close consideration of this trend, however, indicates that we are dangerously 
following a tendency to inerease our reliance on uncertain sources of foreign 
production. Representatives of domestic producers have forewarned of this 
eventuality on previous occasions. Our association has long contended that we 
were rapidly switching our dependency for petroleum supplies from domestic 
to foreign fields under existing trade agreements. 


APPLICATION OF TRADE AGREEMENTS TO PETROLEUM 


The reciprocal trade program was first applied to petroleum importation 12 
vears ago. Before further defining its effects on the domestic petroleum industry, 

would like first to review the application of trade agreements to petroleum. 

In 1932, Congress recognized the damage to the domestic petroleum economy 
from uncontrolled imports when it passed an excise tax on petroleum imports. 
Specifically, the tax established amounted to 21 cents a barrel on crude oil, 
26 cents a gallon on gasoline, one-half cent a gallon on fuel oil, and 4 cents a 
gallon on lubricating oil. This congressional action encouraged new and greater 
development by an industry which was destined in a few vears to furnish 85 
yercent of all petroleum products used by the United States and her allies in 
Vorld War II. 

Congress passed the Trade Agreements Act in 1934, but it was not until 1939 
that the first agreement on oil was consummated. This was the Venezuelan 
agreement which reduced import duties on petroleum and its products by 50 
percent on all imports up to 5 percent of refinery runs in the preceding year. In 
the agreement with Mexico in 1943, the quota restriction of 5 percent established 
in the Venezuelan agreement, was abolished, and taxes on kerosene, liquid asphalt, 
and road oil were reduced. In the fall of 1947, the State Department made a 
multilateral agreement with some 20 nations at Geneva which, among other 
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things, provided a reduction in the gasoline import tax from 2% to 1% cents a 
gallon. Under the favored-nation clause, these reduced duties, apply to all oil 
imports. 

EFFECTS OF TRADE-AGREEMENT PROGRAM ON OIL 


National policies under the trade-agreement program have encouraged and 
stimulated imports of crude oil and refined products. Today, as we stand on the 
brink of world war III, it is particularly important to acknowledge the results of 
these policies. The facts speak for themselves. They show that a dangerous 
trend toward dependency on foreign oil has been established; that the monopolis- 
tic practices of the few large companies dominating the world vil industry outside 
this country have been encouraged; and that real injury has been suffered by the 
domestic oil-producing industry upon which national safety is so dependent. 

Under the trade-agreement program, the United States has changed from a 
net exporter of petroleum to a substantial net importer. Prior to this program, 
the congressional policy was one of encouragement to the domestic oil industry. 
It was for this purpose that the excise taxes on petroleum imports were imposed 
in 1932. During the following 7-year period 1933-39 and prior to the first trade 
agreement affecting oil, imports of crude petroleum and refined products averaged 
147,000 barrels daily. Exports averaged 406,000 barrels per day. Our net 
exports, therefore, amounted to 260,000 barrels daily indicating that domestic 
production was being maintained at a rate of 260,000 barrels daily above domestic 
oil demands. This export balance has disappeared as exports declined and imports 
increased steadily. he following two graphic charts reflect the history of oil 
—= and exports. 

oday we are importing 1,000,000 barrels daily while current exports are 
estimated at 256,000 barrels per day by the United States Bureau of Mines. 
From a net exporter of 260,000 barrels daily for the period 1933-39, our petroleum 
trade balance has been reversed to a net import position of approximately 750,000 
barrels daily. This means a ceiling on domestic output three-quarters of a miliion 
barrels daily below current domestic requirements. 

There is proper cause for concern in this trend toward dependency on foreign 
sources of oil supply. The trend is even more striking in the case of residual or 
heavy fuel oils. The precipitous increase in imports of this product—used pri- 
marily by industrial plants, ships, and railroads—has placed over 40 percent of 
this consumption along the Atlantic seaboard in the uncertain position of fuel 
reliance upon foreign sources. There is serious question as to whether such a 
development is in the public interest in time of national emergency. 

It must be recognized that the petroleum industry outside the United States 
is dominated by seven companies. Those companies are as follows: Standard Oil 
Co. (New Jersey), Socony-Vacuum Oil Company, Standard Oil Co. of California, 
Gulf Oil Corp., the Texas Co., Dutch-Shell group, and the Anglo-Iranian Oil Co. 
Excluding Russia, these seven companies own in excess of 90 percent of all known 
foreign reserves. The first five companies listed above are American. The 
Duteh-Shell group is controlled by British and Dutch interests. The Anglo- 
Iranian Oi! Co. is owned principally by the British Government and operates in 
Iran. With the exception of Anglo-Iranian Oil Co., all operate in the United 
States. 

These seven companies operate joint enterprises in various combinations in 
their foreign crude oil activities. For example, the Standard Oil Co. (New 
Jersey) participates with Socony-Vacuum, Anglo-lranian, and Dutch-Shell in 
Iraq; with Gulf and Duteh-Shell in Venezuela; with Socony-Vacuum, Texas Co. 
and Standard of California in Arabia; and with Socony-Vacuum in the Fast 
Indies. This type of interrelated activity, common to foreign operations, is not 
consistent with competitive conditions in the United States. As these companies 
are encouraged to increase their imports of oil into this country, domestie pro- 
ducers are displaced and competition is lessened. This is evidenced by the fact 
that since 1941 these few companies have increased their share of United States 
production of crude oil by 5 percent. 

The greatly increased oil imports under the trade-agreement program have re- 
sulted in real injury to the domestie oil-producing industry. As shown above, the 
United States has changed from a net exporter of 260,000 barrels dailv to a net 
importer of about 750,000 barrels per day. This shift in foreign trade balance 
represents a loss of market for domestic oil of roughly 1,000,000 barrels per day 
A loss of market inevitably affects the extent of oil exploration and development 
effort in this country. This is true because the largest part of every dollar from 
the sale of crude oil is reinvested in the continuing search for new oil reserves and 
the drilling in these newly found areas. During all of 1949 and the early part of 
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HISTORY OF U.S. PETROLEUM IMPORTS, 1928-1950 
showing effect of excise taxes and trade agreements 
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HISTORY OF U.S. PETROLEUM EXPORTS, 1928-1950 
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1950, oil production in the United States was severely curtailed by as much as 
1,000,000 barrels daily. In 1949, the capital from the sale of each barrel of oil 
in the United States was used to find 1.77 barrels of new reserves. During that 
year, domestic production was curtailed by 174,420,000 barrels under 1948. On 
this basis, by the 1.77 to 1 ratio of new reserves to production, the curtailment in 
that 1 year deprived us of approximately 308,000,000 barrels of new reserves. 

This unsound and destructive situation was recognized in January 1950 in a 
formal report of the National Petroleum Council, the industry group advisory to 
the Federal Government and representing all segments of the petroleum industry. 
That report concluded as follows: 

“1. The sharp increase in imports of crude oil and its products coupled with 
the continuing decline in exports of crude oil and its products has hurt the domestic 
oil industry. 

“2. If imports continue to increase without regard to the principle of only 
supplementing the domestic production of crude and products, they will seriously 
damage the oil industry and thus adversely affect the national economy and the 
national security.” 

More important than the injury to the domestic oil industry was the serious 
damage to the economy of the oil-producing States. For example, the tax 
revenues from oil in Texas were so impaired as to create a financial crisis resulting 
in the convening of the State legislature in special session. 

This experience as to the harmful effect of excessive imports may be repeated 
on & more far-reaching scale as imports continue to increase and to take over a 
larger share of the petroleum markets of the United States. 

Statistical tables covering imports, exports and domestic activity are attached 
to this statement. 


APPLICATION OF ESCAPE CLAUSE MEANINGLESS AS TO PETROLEUM 


Domestic oil producers have had repeated experience in seeking relief from 
injuries suffered as a result of trade-agreement concessions pertaining to petro- 
leum. This experience has demonstrated that the administrative procedure 
established to effectuate the escape clause is meaningless and ineffective. 

Under the Trade Agreements Act each time that petroleum has been the 
subject of duty concessions the State Department has answered the expressed fears 
of the domestic producers by contending that the trade agreements embodied 
escape provisions which would be utilized to give relief if injuries should result 
to the domestic industry. In the Venezuelean agreement of 1939, the excise 
taxes on crude and certain products were reduced 50 percent, but the State 
Department gave assurances that there was no need for alarm because of relief 
provisions and the quota restriction embodied in the agreement. This assurance 
proved meaningless. In the 1943 agreement with Mexico the quota restriction 
was removed entirely. At that time the State Department again made assurances 
to the domestic industry that they were fully protected by the escape clause 
which was made a part of the Mexican agreement. Repeated appeals for relief 
under the Mexican agreement were ignored entirely. More recently, at the time 
the Geneva multilateral agreement was being considered the domestic industry 
again was assured that the escape clause would provide adequate protection. 

The administration of the escape clause has been delegated by the President 
to the Tariff Commission where it now rests. The record of the Tariff Commission 
however offers no more encouragement than did the earlier arbitrary treatment 
by the State Department. Applications for relief are dismissed arbitrarily 
without investigation or consultation. The procedure followed by the Commission 
is completely contrary to our traditional and customary judicial and administrative 
procedures. The Commission’s procedure is void of the very essence of our 
judicial and administrative procedures namely, a day in court. The Commission 
is not required under the procedure it has established to hold hearings before 
dismissing a complaint or to issue findings of fact. It is the type of governmental 
action that destroys the faith of the people in our Government. It should be 
corrected. 

Two years ago the Independent Petroleum Association of America filed an 
application for an investigation of injury then being suffered by the domestic 
industry resulting from rapidly increasing imports. The application was filed in 
February of 1949 and was dismissed without hearing on May 3, 1949. This 
summary action was taken despite the fact that excessive imports at that time 
were causing serious injury to the domestic industry and constituted the most 
important problem then fonfronting the industry. Domestic production was 
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being curtailed in the face of increasing imports, causing disruptions to the 
domestic industry including injury to American labor and extending into our 
general economy. Even though this was widely recognized as a critical problem 
the Commission arbitrarily refused to grant an investigation on which it could 
have fairly considered the issues. No consultation was had with the applicant 
and insofar as we know with any other elements of the industry in an attempt 
to obtain the facts and evidence that could lead to a fair decision in the matter. 

The application was dismissed with the statement that there was a ‘‘current 
scaling down of both production and imports.’”’ This conclusion was without 
foundation and was untrue as to imports as is shown by the preceding chart 
showing an uninterrupted increase in imports. In addition the dismissal stated 
that ‘“‘the Commission will continue to observe closely further developments in 
the industry.” This statement likewise was void of meaning and sincerity as 
imports have continued to take a larger and larger share of the domestic market 
with no evidence of any attention or effort on the part of the Commission as to 
this application for relief. 

In view of our experience, which we understand is similar to that of many other 
groups, it is our feeling that the eseape clause should, by legislative directive, be 
revised and clarified so as to more clearly set forth the conditions under which 
relief shall be granted; and that the escape clause procedure should be strengthened 
through legislative standards prescribed by Congress. It is particularly important 
that such standards include the requirement that applicants for relief be given a 
fair hearing and that the Commission be required to issue findings of fact before 
taking any action on applications. It is our judgment that the Trade Agreements 
Act should be amended so as to recognize and provide for relief, when necessary, 
through quantitative restrictions or quotas. It is our feeling that Congress 
should authorize the imposition of quotas where an investigation and finding of 
fact indicate that the domestie industry could not be protected otherwise. 


CONCLUSIONS 


Based upon our experience under the trade agreements program, the following 
specific reeommendations are submitted: 

(1) That the act not be extended. Not only have none of the original stated 
objectives of the program been realized but Secretary Acheson before this com- 


mittee stated that it is not contemplated to utilize the authority under H. R. 
1612 to negotiate new trade agreements during the next 3 vears. He stated that 
the next 3 vears will be a period of consolidation and adjustment and that the 
parties to existing agreements will want to have a period of time in which to 
test and observe the operation of existing agreements. This is an admission that 
there is no need for extending the act at this time, 

The Secretary in his appearance stated that the central idea of the trade agree- 
ments program is to build strength and unity in the free world. The present 
state of the international situation, our relationships with other nations and cur- 
rent proceedings before the United Nations illustrate the failure of attaining this 
objective. The rebuff that the United States is now experiencing in the UN pro- 
ceedings refutes any claim that the trade agreements program can be accredited 
with having won unity of thought or support of member nations. 

Judging the over-all programs from its effects on oil shows that its continua- 
tion would be disastrous. In the case of oil the results have been to damage the 
domestic industry, weaken the economy of more than half of the States and 
jeopardize the Nation’s security by forcing our country to become dependent 
upon distant and uncertain sources of supply for a vital munition of war. 

There is no need or justification for extension of the act. 

(2) If, in the final wisdom of the committee and Congress, the act is extended, 
then it is respeetfully urged that the period of extension be limited to 1 year and 
that the act be amended so as to include specifie legislative standards and guides 
to provide proper safeguards in the negotiation of new agreements and assure 
necessary remedies under existing agreements. 

As the Seeretary stated in his appearance the present uncertain world situation 
is likely to exist for some time. This suggests the necessity for a re-look and 
restudy of this matter at an early date. Rapidly changing conditions may require 
some changes in our course of action. 
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United States in ports ind exports of crude petrole um and its products, 1928 


} 


[All figures in thousands of barrels daily] 


Petroleum imports into 
f 


orrels _— 
2. 730, 000 2 646, 000 
3, 0005, 000 2. 920, 000 
§. 505, 000 3, 242, 000 
3, 327, 000 3. 192, 000 


466, OOO + 302, OK 
207, O00 +, O7S, 000 


140 3. 697, GOO 3, 536, 000 
1vél 3, 842, 000 3, 861, 000 
1942 . 3, 7u9, O00 +, 655, O00 
1943 , 1245, 000 +, ¥Vi7, 000 
1044 584, 000 4, 551, 000 
1945 , 695, 000 4, 711, 000 
1946 749, 000 +, 740, 000 
1047 5, OSS, O00 5. O75, 000 
1V48_.. 5, 520, 000 5, 548, 000 
14 . 5, 042, 000 5, 330, 000 
1950 5 5, 408, 000 5, 729, 000 


Source: U. 8S. Bureau of Mines; figures for 1950 are partially estimated. 
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STATEMENT OF THOMAS D. RICE, EXECUTIVE SECRETARY, MASSA- 
CHUSETTS FISHERIES ASSOCIATION, INC, 


Mr. Cooper. Give your name and address and state the capacity 
in which you appear, for the record. 

Mr. Rier. My name is Thomas D. Rice, executive secretary of the 
Massachusetts Fisheries Association, Inc. I present this petition in 
behalf of the New England fishing industry with a request that the 
Ways and Means Committee of the House of Representatives provide 
for an official, complete, unbiased investigation by the committee of 
the present Trade Agreements Act and its application to the domestic 
fishing industry, and to determine whether fresh and frozen fillets of 
eroundfish of the follow ing species, haddock, cod, pollock, hake, cusk, 
and rosefish are being imported in such quantities and under such 
conditions as to cause, or threaten to cause, serious injury and irrepar- 
able damage to domestic producers and processors of these items, 

lt is not my intention to present at this time the complete case of 
the domestic tishing industry versus imports but, I do nost earnestly 
and respectfully request the committee to ascertain for itself the dis- 
astrous results that have been visited upon my industry because of 
the inequitable tariff structure in the present Reciprocal Trade Agree- 
ments Act. Under its broad terms, imports of fish and sea food prod- 
ucts have reached such alarming proportions that the continued 
existence of the commercial fisheries of the United States is most 
seriously endangered. 

| hasten to assure you that my industry fully realizes the importance 
of encouraging foreign trade and the economic necessity of inter- 
national trade agreements. But, it is our contention that in the 
course of negotiating these agreements, due consideration should, 
and must, be given the domestic industry whose products are under 
scrutiny or study. Low foreign labor costs and foreign government 
subsidies enjoyed by a producer of goods to be exported to the United 
States should be of concern to the negotiating parties when discussing 
tariff rates on the same commodity produced by an American industry. 
The present policy of United States negotiators seems to be give, give, 
give. If persistently adhered to it will eventually ruin every American 
industry that is in competition with foreign-made goods. 

In 1941, the domestic fishing industry witnessed the beginnings of 
a steady advance in the volume of imports that has continued to 
mount with the exception of the year 1947 when labor disputes in the 
major exporting country, Canada, caused a downward trend. The 
advance was resumed in 1948 and has been maintained ever since. 
Statistically it indicates an increase of over 750 percent in the amount 
of imports from 1938 to 1950 inclusive. 

We must face the fact that the American consumers dollar is the 
primary objective of the foreign manufacturer of fish fillets. In com- 
paring the retail price of American manufactured fillets to those on 
display produced by a foreign competitor, the disparity in price is 
negligible. The retail price of the American fillet is the retail price of 
the foreign fillet; hence the housewife is unable to buy foreign mer- 
chandise at a reduced price because there is no retail price differential. 
We have made repeated efforts to induce the State Department to 
recognize the inherent discriminations and inequities in its present 
trade agreements policy. Time after time, we have explained the 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 417 


problem of imports to various congressional committees; all agree 
that the adoption of the Reciprocal Trade Agreements Act gave the 
foreign manufacturer the United States as the ideal market in which 
to sell his goods with comparatively little or no competition from the 
domestic producer. 

1 wish to draw the committee’s attention to one outstanding inequity 
created by the Tariff Act of 1930 which has not as vet been rectified. 
Under that act, the import duty on all fish fillets and other fish items 
was reduced to 1% cents per pound up to an amount equal to 15 percent 
of total United States consumption of fishery products during the 
previous vear. There are no figures availakle to indicate the total 
poundage of fillets imported in that period because no foreign country 
possessed a fish filleting industry. As a matter of fact, it was still in 
its infancy in the United States. The bulk of the business done on the 
Boston fish pier was in fresh, whole, or round fish. There were only 
one or two so-called fillet houses. Canada had no fillet houses; hence 
all fish imports from Canada were “in the round” or whole fish with 
the entrails removed. ‘The duty on roundfish was the same as the 
duty on fillets. During the last 20 years there has been a complete 
revolution in the preparation of ground fish products; the fillet is now 
the major sea-food product of the United States as well as Canada, 
Iceland, Norway, Sweden, and others. Importations of roundfish 
have given way to tremendous importations of roundfish fillets. It 
takes 245 pounds of roundfish to make 1 pound of fillets. It is evident, 
therefore, that the value of the fillet has increased at least two and 
one-half times the value of the whole fish. Hence in order to main- 
tain a proper semblance of relative values, the duty on imported 
fillets should have been increased two and one-half times the duty on 
whole fish. By converting the whole fish to fillets the foreign producer 
can export to the United States an unlimited tonnage of fillets and en- 
joy the old rate established on whole fish at a time when the fillet was 
practically nonexistent. 

There are many other conditions to be cited in support of the 
industry’s contention that the present Trade Agreements Act inflicts 
severe penalties on a domestic industry. I have cited only two 
incidences in order to impress upon the committee the need for a 
complete study of the various terms of the act and its application 
to domestic industries. There is need for a Government-created 
formula which will equalize the sphere of competition between the 
domestic producer and his foreign competitor. We need not apologize 
for our ability and technical skill in operating our industry; we ask 
only for the establishment of a fair competitive policy, one that is 
not weighed against an American producer. 

Mr. Cooper. Does that complete your statement? 

Mr. Rice. Yes, sir. 

Mr. Coorer. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Rice, vou were here 2 years ago, I believe, on the 
extension of the trade agreements? 

Mr. Rice. That is nght, Congressman. 

Mr. Resp. At that time vou felt that sooner or later you would be 
overwhelmed with a flood of fish imports; to what extent have vour 
fears been realized in those 2 years? 

Mr. Rice. I regret to sav that my fears have been realized, Mr. 
Congressman. Since that time I must report that in the year 1950, 





41S EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


66,000,000 pounds of round fish fillets came into this country from 
foreign countries. That is an all-time record high. In other words, 
it is an increase of 750 percent over 1938. 

Mr. Reep. | think you should state for the record the disadvan- 
tages from which you suffer as compared with the advantages of your 
foreign competitors. For instance, as to the cost of the operation of 
ships; the number of the crew, wages, and various things of that 
kind. You are familiar with them, doubtless? 

Mr. Rice. I will use Canada as an example. In Canada private 
parties are offered all kinds of subsidies for the building of boats as 
well as the erection of processing plants. 

Mr. Reep. Do you get any subsidies from our Government? 

Mr. Rice. None whatever. Further than that, the Government 
assists the boat owners in amortizing their boats over a 20-year 
period. In this country the average boat builder must amortize his 
ship over a 5-year period. 

We have high labor standards in the fishing industry as they do in 
any other industry in the United States. We are under a terrific 
handicap in that one phase alone. For instance, we pay our highest 
paid skilled labor $1.564% an hour. He works a guaranteed 40-hour 
week. 

In Canada, the highest rate of pay is 96 cents an hour and that only 
in one particular location. Scattered all along the coast they pay the 
same type of worker anywhere from 35 to 96 cents an hour. He works 
only when there is work to be done and when he works there is no 
such thing as overtime, except in one port, Halifax, Nova Scotia, 
where they recognize the overtime principle. So that from the stand- 
point of labor costs, ours are practically double. 

Mr. Reep. Do the fishermen in New England have closer access to 
the fishing grounds than your competitors? 

Mr. Rice. We have grounds that at certain seasons of the year are 
quite prolific. But the major grounds are what we call the Grand 
Banks and they are pretty handy to Canada and easy for the Canadian 
fisherman to reach. 

Mr. Reep. The hazards, the risks, would be much greater to your 
ships than to those of Canada? 

Mr. Rice. Especially in the winter months. Two weeks ago we 
lost a modern 115-foot trawler with 17 men coming back from the 
Grand Banks to Boston. 

Mr. Reep. Keeping our fishing industry up to a high standard is of 
great advantage to us in the matter of developing seafaring men, is it 
not? 

Mr. Rice. Indeed it is, sir. It has been considered the training 
ground for a good many men who have since gone into the Navy and 
the merchant marine, sir. 

Mr. Reep. Does your industry make an appeal to the younger 
men of the country? 

Mr. Rice. There is no appeal now because they seem to have the 
idea that this industry, unless our own Government will take a 
hand, will eventually die. 

Mr. Reep. I have a table here showing production and imports for 
consumption of fish, fresh or frozen, filleted, skinned, boned, sliced, 
or divided into portions. This shows production and imports for 
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consumption of all countries. For 1933 the production was 66,000,000 
pounds and imports were 2,505,000 pounds. In 1948 the production 
was 215,000,000 pounds and imports 67,000,000 pounds. The value 
jumped from 1933, production $7,767,000 and imports of $262,000 to 
1946 when production was valued at $47,782,000 against value of 
imports of $12,919,000 which latter figure for 1950 from January to 
November was approximately $19,000,000. 

Is it your impression that the production of fresh fillets in the 
United States increased as fast as imports did in 1949 and 1950? 

Mr. Rice. If they increased as fast in 1949 or 1950? 

Mr. Reep. Yes. 

Mr. Rice. No, not quite as fast. The reason for that is that 
Iceland is developing its fishing industry. In 1948 Iceland landed 
in this country something like 100,000 pounds of fillets. In 1950 I 
think that figure ranged to around 7 or 8 million pounds. It is just 
beginning to develop in Iceland. 

Mr. Reep. According to these figures, for Canada, it is 14,755,000 
pounds for 1950, January to November, while for 1949 imports were 
9,891,000 pounds. 

Mr. Mitus. Will the gentleman yield? 

Mr. Reep. Yes. 

Mr. Miuus. I think vou will notice that the 1950 importations from 
Canada include importations as well of Newfoundland. That was 
not the case in 1949. They were considered separately then. 

Mr. Rice. That is right. 

Mr. Mitus. That is the reason for that big jump in that 1 year. 

Mr. Reep. I ask that this table be inserted in the record at his 
point. 


Mr. Coorer. Without objection, it is so ordered. 
(The table referred to is as follows:) 
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Fisu, Fresu or Frozen, Fituerep, SKINNED, Bonep, Sticep, or Divivep 
Into Portions, N. S. P. F. (Par. 717(p)) 


Tapie 3.—Fish, fresh or frozen, filleted, skinned, boned, slices, or divided into 
portions, n. 8. p. f.: United States production, and imports (total and by principal 
sources), in specified years, 1931 to 1949, and January-November 1950 
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exports are not available, but they are known to be negligible. 

\lr. Reep. You had something to say in regard to tuna and fish 
canned in oil. Do vou have anything to say on that now? 

Mr. Rice. No. I was under the impression that the tuna people 
would supply their own witness. 

Mr. Reep. Then I will not ask you about that. 
much. 

Mr. Miuts. Mr. Reed, I have a copy of that same table which you 
inserted. This table does not give the production in the United States 
of fillets for 1949 and 1950. I just wondered if Mr. Rice could supply 
those figures for us in connection with the table which was put in the 
record. 

Mr. Rice. You mean the production of fillets in the United States? 

Mr. Mitus. This information which Mr. Reed and I have in the 
form of a table does not give the production for 1949 or 1950 and 


Thank you very 
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1 wondered if you had that information so that you could supply it 
for the record. 

Mr. Rice. The next witness, Mr. McHugh, has gone into that in 
some detail and | know that he would have those figures for you. 

Mr. Mius. Just make the record complete so that we have the 
information. 

Mr. Rice. Yes, sir. 

Mr. Cooper. If there are no other questions, we thank you for your 
appearance and the information you have given the committee. The 
next witness is Mr. Patrick J. McHugh, representing the Atlantic 
Fishermen’s Union. Mr. McHugh, give your name and address and 
the capacity in which you appear for the record. 


STATEMENT OF PATRICK J. McHUGH, SECRETARY-TREASURER, 
ATLANTIC FISHERMEN’S UNION, BOSTON, MASS. 


Mr. McHuen. My name is Patrick J. McHugh and I am here 
representing the Atlantic Fishermen’s Union, 206 Essex Street, Boston. 
I speak for the Atlantic Fishermen’s Union, which is an affiliate of the 
American Federation of Labor. I have had a telegram from the 
New Bedford Seafood Producers Association and also from the Glou- 
cester Vessel Owners Association which instructed me to speak for 
them. 

We are concerned principally with the importation of fresh and 
frozen ground fish fillets. The rising imports of the last few years 
have aroused our interest in, and concern over, the trade agreements. 

We have testified before several committees of Congress, including 
this one, but we are still where we were. The duty is still at the same 
level that it was and no relief is in sight. 

The duty today is 1% cents per pound on imports up to 15 percent 
of domestic consumption and 2% cents per pound on all imports 
above this figure. For some years now imports have been running 
well above 15 percent of domestic consumption. 

The quota at the lower tariff rate of 1% cents per pound is usually 
filled in the first half of each quarter, sometimes in the first month of 
the quarter. However, it is clear that even the higher rate of 24s cents 
is insufficient to halt imports. Otherwise the volume of imports at 
the 2% cents rate would be relatively small. Actually they have 
recently exceeded imports at the 1% cents rate. The following table 
will show how imports have hurdled the so-called tariff wall: 


Domestic es dd Percent of | Imports at Imports at 
production production | 17&-cent rate  24-cent rate 


| } 

1,000 pounds | 1,000 pounds | 1,000 pounds 1,000 pounds 
11, 000 +5, 093 29.5 | 23, 9046 11, O87 

154, O00 + O63 35.0 24, 930 | 20, 033 

140, O78 47, $22 bs -, SS | 20, 441 

138, 941 ol, 743 4.4 23, 249 3S, 494 


From this table it is obvious that the 24% cents per pound rate has 
been no obstacle to the importation of fresh and frozen groundfish 
fillets. The reason for this is that the rate is so low in comparison 
with the value of the fish that it does not equalize the difference in 
cost of production. In 1939 the duty, reduced to a value basis, 
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amounted to 32.9 percent of the value of the imports. In 1948 this 
had fallen to 12.2 percent, simply because the price of fish had gone 
up sharply during this period. Today the duty probably amounts 
to 10 to 15 percent of the value. 

This is nearly the same as no protection at all. The only thing 
that keeps all fish in this category from being supplied by imports is 
the limit to the Canadian and Icelandic catch. This has been in- 
creasing and so have our imports. Large American fish-processing 
companies have opened plants in Newfoundland and Nova Scotia in 
recent years. If the present low level of the duty continues, un- 
doubtedly more capacity will be developed in Canada and Iceland 
and the threat to our own industry will increase. 

I would like to say on that point, gentlemen, that since 1947 we 
have lost more than 30 of our best boats to other countries either by 
transfer or by sale. At the same time Canada and Newfoundland are 
building new boats. There is not any building in New England and 
there has not been any for some years—except possibly two or three. 

Newfoundland is now having delivered five new large trawlers, 
possibly around 300 tons. Canada has already had two delivered 
from England and they likewise have built several themselves. 

Gordon Pugh, our biggest company in Gloucester, has joined with a 
Canadian company and they are building two. Only last week Gordon 
Pugh told me that they did not expect that it would be very long when 
they would not be operating any vessels out of the United States, 
where they now have some. More than that, when they build one 
trawler in Canada, they are allowed to go to some other country and 
buy others. So our industry is already on the move. In fact, a good 
part of it has already moved down there and there is no question that 
that will continue. 

The advantage of our foreign competitors lies almost exclusively in 
the lower returns received by the fishermen compared with our own. 

All the fishermen in North America, as far as I know, work on a share 
basis. That is, the owner pays the crew on the basis of 60 percent 
after the expenses of the trip are paid. The Canadians pay their crew 
on the basis of 37% percent as against our owners paying on the basis of 
60 percent of the value of the catch. And even at 37}4 percent they 
deduct certain expenses. 

That is not a healthy state of affairs; and something must be done 
about it if the New England fishing industry is to be preserved. 
The remedy can only be found in a combination of duty and fixed 
quota or in a quota alone. It would be necessary to raise the duty 
to double its present level or higher in order to give us any real pro- 
tection. This would seem like a high duty and would arouse bitter 
complaints. 

It would be better to place these imports under a quota related to 
domestic consumption. In this way, the potential injury could be 
kept within bounds. It should be possible to establish such a quota 
through invocation of the escape clause. In its present form, this 
clause is a useless instrument. If we simply went back to the full 
rate of 24 cents per pound, which is the only present remedy under 
the escape clause, little or nothing would be gained. Probably not 
one pound of fish would be stopped from coming in. We need either 
a rate of duty or more than 5 cents per pound, which is 24 cents higher 
than the escape could provide, or we need another remedy. 
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At the present time, I understand, a quota could not be introduced 
as a remedy, without violating GATT (the General Agreements on 
Tariffs and Trade). It would be necessary to get a change in the 
escape clause accepted by other countries. This should be done as 
soon as possible. 

With the freezing of fish fillets, foreign fishermen, who formerly 
could not get into our market because of distance, now have ready 
access. I say to this committee that if you do not wish to see the 
New England fisheries gradually lose their market to imports, vou must 
provide some relief soon. Otherwise, yet more American plants will 
move northward to Nova Scotia to get the advantage of cheap labor. 
The fishing fleets of Canada will be increased year by year and ours 
will grow smaller and smaller. In competition with the cheap labor 
up north, our fishermen will become impoverished, except for some 
small boats which will catch a particular type of fish for the fresh-fish 
market. 

The future of the New England fisheries industry is being decided 
by this committee. We have been before the Merchant Marine and 
Fisheries Committee. They have listened attentively and have 
shown sympathy with our situation; but they do not hold the power 
of relief from competition such as we need. The Ways and Means 
Committee is the only committee of the House that does have the 
power. 

The Atlantic Fishermen’s Union hopes that you will recognize the 
responsibility that rests upon you and that vou will keep the New 
England fisheries industry from the kind of slow death that faces it 
in the years that lie ahead unless legislative relief is given. 

This is not something that can wait. The process that will deter- 
mine the future of our fishing industry in New England is under way 
now. If we wait several years, the steps that are now being taken 
cannot easily be reversed. If they are reversed, it will be to the in- 
jury of American capital that has moved to Canada and to the burt 
of the Canadian and Icelandic fishing fleets that are being built up 
under the assurance that the American market is theirs for the ex- 
ploitation, so long as they can undersell our own fishermen. 

If we wait much longer for a remedy, not only will our industry 
have been virtually ruined in the meantime but a great deal of ill- 
will will be generated in other countries when this country wakes up 
to the facts and takes steps to correct past mistakes. 

Canada and Newfoundland are building up their fleets at our ex- 
pense and if we try to correct that at a late date there will be a lot of 
opposition. 

It would be far better to face the facts now and to take appropriate 
steps to prevent those events from happening that can only be un- 
fortunate all around. 

Mr. Coorrer. Does that complete your statement? 

Mr. McHuau. Yes. 

Mr. Cooper. Mr. Reed of New York will inquire. 

Mr. Reep. I just want to ask one or two questions for my informa- 
tion. Do you operate your ships under the Jones Act? 

Mr. McHveu. That is right. 

Mr. Reep. And there is no comparable restrictions and regulations 
on your competitors? 

Mr. McHucGu. Absolutely none. 
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Mr. Reep. That is very disadvantageous to you insofar as your 
ability to run your fleet? 

Mr. McHvueu. Well of course, the cost to the owner of carrying 
the insurance ranges from $100 to $200 per crew, and as high as $225, 
and it could run up to about $3,500 for one boat and crew. 

Mr. Reep. How many ships do you operate, fishing ships, do you 
operate out of the ports of New England? 

Mr. McHvuaun. There are about 250 out of Gloucester; about 210 
out of New Bedford, and 50 or 60 of the larger type 

Mr. Reep. Generally speaking, how does that compare with 
Canada? 

Mr. McHvuaen. I only know there are some 25,000 fishermen in 
New England, and possibly a comparable amount or more in New 
Brunswick; and of course they also have about 30 boats operating 
out of New York. 

All of our vessels come under the Jones Act. The crews on their 
vessels work all day and far into the night, if necessary; they come in, 
immediately are refueled and pulled out again to the Banks. When 
they reach the Banks if they find good fishing, the crew is kept out on 
the deck as long as they can stand. 

Whereas, from New York to Maine is a matter of 12 hours’ work for 
our crews; they are only catled out in an emergency, so that with our 
work there is no comparison between the time put in or the wages 
paid. There is no comparison between the working conditions. That 
is one of the things we are faced with. 

Then, as to the Canadian prices, they range anywhere from 2, 3, 4 
cents a pound as against ours, 10, 12 to 15, so if we try to operate at 
those prices, we could not hope to compete, and we cannot make 
expenses at their price. 

Then, it takes us twice as long to go and two or three times as long 
to come, and there is no way we can compete with them. 

Mr. Reep. I notice you are the secretary-treasurer of the Atlantic 
Fishermen's Union. You are speaking for the fishermen of the 
Atlantic? 

Mr. McHvuen. The fishermen of New England. I talked to Glouces- 
ter and New Bedford only last night. They did not know about 
the hearing, but they sent me a telegram to represent them at this 
meeting today. The others are in the same boat. They did not 
know about the meeting. 

Mr. Reep. The hazards, both as to life and property in the fishing 
industry are very great? 

Mr. \MIicHvueu. It is so. We lost two crews, 2 weeks ago; with 15 
men. We lost one in August with 12 men. We lost two in April, 
last April, with 18. They just vanished ina gale. Of course we have 
lost other men, some we did not hear from. 

Mr. Reep. Do the individual men carry their own insurance, or 
does the shipowner carry it? 

Mr. MceHvueu. The shipowner carries the insurance. If a man 
loses an arm or is killed—for the loss of an arm they may pay anywhere 
from, according to the age of the man and his earnings, from ten to 
twenty or forty thousand. 








e 
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Mr. Reep. What about the insurance policy, so far as Canada is 
concerned? 

Mr. McHvueu. There is not any that I know of. I read an article 
some time ago that they were going to try to do something along that 
line. But even when one of our boats was lost 2 years ago, with all 
hands, even though we did not know how it happened, there was some 
$180,000 for the families. Now in the last boat there were about 
thirty-odd children involved; one man had 9, another 11. Most of the 
men have families. 

Mr. Reep. | have always had a great deal of interest in the fishing 
business, not financially, but my home, Dunkirk, N. Y., is on the 
Great Lakes; and there are a great many fishing vessels, and they are 
subjected to severe competition from the Canadian side. Sometimes 
a boat is taken into a Canadian port and they have all kinds of trouble 
in settling the matter. 

Mr. McHucu. I read an article in an English magazine recently 
indicating that one of the largest New England operators was negoti- 
ating with the Newfoundland Government to move their fleet to 
Newfoundland. 

Now, we do not want to shut these men off completely; we do not 
object to a fair amount of imports, but we certainly do not want to 
see our industry destroyed. We think it could be put on a quota 
basis that would give us some kind of competition, fair competition. 
They can produce fish in I*eland and ship it to the west coast for less 
than we can get it there. 

Mr. Reep. Have you asked for relief from that condition? 

Mr. McHucGu. No. The only thing we have done is we have 
appeared before the committee since 1939, all of us, and we pretty 
nearly take the attitude that it ts a hopeless situation. 

Mr. Reep. Have you gotten any relief as a result of your appear- 
ance? 

Mr. McHuaGu. No; we have not gotten any. 

Mr. Reep. Thank you very much. 

1 would like to insert in the record at this point a table giving the 
production and imports of tuna, canned in oil in the years 1933-39, 
and January—November 1950. 

Mr. Cooper. Without objection it will be made a part of the record. 

(The table referred to follows: ) 
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Tuna, CANNED, IN Ort (PAR. 718 (A)) 


TaBLe 2.— Tuna, canned, in oil: United States production, and imports (total and by 
principal sources), in specified years, 1933-49, and January—November 1950 
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1 Free of duty. 
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Source: Production, U. 8. Fish and Wildlife Service; Imports, official statistics of the U. 8. Department 
of Commerce 
NOTE.—Statistics on domestic exports are not available, but exports are known to be negligible. 
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STATEMENT OF SIDNEY C. MOODY, PRESIDENT, SYNTHETIC 
ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION 


Mr. Coorrer. Our next witness on the list is Mr. Sidney C. Moody 
of New York City. Will vou give your full name and the capacity 
in which you appear, Mr. Moody? 

Mr. Moopy. Yes. 

Mr. Coorer. About how much time do you think it will take? 

Mr. Moopy. About 15 minutes. 

Mr. Cooper. Very well, you may proceed. 

Mr. Moopy. Thank you. Mr. Chairman, and members of the 
committee, my name is Sidney C. Moody. I am president of the 
Synthetic Organic Chemical Manufacturers Association of the United 
States, an association composed of companies engaged in the manu- 
facture of synthetic organic chemicals. These chemicals are derived 
from coal tar byproducts, and include, among others, benzine, toluene, 
and naphthalene, which products, as we all know, are essential to the 
national defense. Coal-tar derivatives also are the foundation of our 
great dyestuff and pharmaceutical industries, and without such 
products many of our most vital materials such as sulfa drugs, ata- 
brine, plastics, rubber chemicals, nylon, and other synthetic fibers 
could not have been made. They are also the bases for most of our 
important explosives—TNT, tetryl and picrite, to name only a few. 

| am also representing the Manufacturing Chemists’ Association, 
Ince. The combined memberships of these two associations represent 
practically the entire output of chemicals in the United States, inor- 
ganic as well as organic. — Si 

Che complete chemical industry of the United States is so integrated 
that its views are necessarily the same on tariffs and other related 
matters. All of the chemical industry is vulnerable to foreign com- 
petitive attack. 

In peace as in war, a great industrial nation cannot exist without a 
complete chemical industry to serve the needs of the civilian indus- 
tries and the military. This fact is even more apparent now that we 
stand poised on the brink of war. 

These associations have long had a keen interest in the Trade 
Agreements Act of 1934 and in the negotiations and in the concessions 
which our Government has made with other governments in tariffs 
under the authority of this act. We have looked with growing concern 
at the numerous concessions our country has made in its negotiations 
with other countries, and have especially been apprehensive of our 
own industry’s (and in these critical times, our country’s) safety 
since our Government, pursuant to the general agreement on tariffs 
and trade, commenced negotiations at Torquay, England. 

By way of specific background for our position on the trade-agree- 
ments program, we should like to comment briefly on the meetings 
now going on at Torquay. For the first time, the United States has 
undertaken to bargain with the Federal Republic of Germany with 
respect to a list of items which includes practically every organic 
intermediate product of our industry except dyestuffs. Moreover, 
we are bargaining with the United Kingdom, France, and 21 other 
nations with respect to the same products. Under the authority 
which exists under the present Trade Agreements Act, our Govern- 
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ment can reduce tariffs with respect to each of these items as much 
as 50 percent from the January 1, 1945 tariff level. France and the 
United Kingdom are among the world’s largest producers of syn- 
thetic organic chemicals. It is well-known “that Germany is the 
country of origin of the organic chemical industry. The Czech 
industry is also very highly developed. 

Prior to World War I the United States did not have an organic 
chemical industry worthy of the name. It imported the majority of 
these vital materials from Germany. Therefore, at the outbreak of 
the First World War the United States was in a serious position. 
Many products essential to a wartime economy were lacking, as were 
also the technical information and equipment needed for making 
them. Drastic steps had to be taken to repair these grave deficiencies. 
As early as 1916, President Wilson urged Congress to pass legislation 
that would insure the building of a strong, permanent organic chem- 
ical industry in the United States. By the end of the war the vital 
importance to the national economy of this industry was fully reeog- 
nized by everyone. Largely because of adequate protection between 
the two great wars, our country entered the Second World War with 
a powerful organic chemical industry, and today the United States 
has a strong well-rounded chemical industry of its own which must 
be preserved at all costs, 

Germany has made rapid progress since the end of World War II 
in rejuvenating its vast chemical industry. France and the United 
Kingdom have similarly made great steps forward. Labor in Ger- 
many, in the United Kingdom, and in France is cheap compared to 
our own. United States labor costs are from four to six times higher 
than European labor costs. The cost of raw materials, of skilled 
technicians, and of capital equipment is likewise much cheaper in all 
of these countries than in the United States. In view of these factors, 
Germany, England, and France undoubtedly can produce and sell in 
the United States chemicals competitive to our own cheaper than we 
can produce them and sell them here, unless our industry is afforded 
adequi ite tariff protection. The result of ins ulequate protection may 
well be ruinous to our industry. 

lor these reasons we view the negotiations at Torquay with deep 
concern. Yet, because of the secrecy with which the negotiations are 
conducted, we do not now know, and probably will not know until 
April or May of this year, the results of these conferences. 

With this as a background, we approach the proposed bill H. R 
1612 to extend the Trade Agreements Act. We believe that in some 
respects the Trade Agreements Act may at one time have been bene- 
ficial to our country. However, it doubtless has many deficiencies, 
and, in view of the changed conditions since its original enactment, it 
is questionable whether it is any longer serving a useful purpose. We 
feel that the hearings being held here today have been on such short 
notice and are under so much pressure that a fair appraisal of the 
over-all effect of the Trade Agreements Act and its place in our present- 
day economy and in the country’s present great crisis cannot be made. 
In fact, we believe that a fair appraisal cannot be made without a 
thorough and complete investigation—one that may be impossible to 
carry on and complete before the expiration of the present Trade 
Agreements Act. We also recognize that the trade agreements pro- 
gram has become such a factor in our foreign policy that radical 
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changes in this program upon short notice and without adequate 
opportunity for thorough study might have undesirable effects on our 
foreign policy. 

We, therefore, suggest that the act be extended—but strongly urge 
that this extension be for 1 year only, and that during that vear a 
joint committee of Congress be appointed to study the Trade Agree- 
ments Act and its over-all implications. Such an investigation would 
furnish an adequate vehicle with which to reexamine the feasibility of a 
continuance of the Trade Agreements Act in the light of changed 
world conditions. It would afford domestic industries, including our 
own, the opportunity to spread squarely on the record carefully 
documented studies of the effects on their industries of concessions 
made under the Trade Agreements Act. It would provide a panel 
before which the Department of State could answer in detail and 
publicly, criticisms of its trade agreements program. The whole 
proceeding would have the salutary effect of clearing the air and letting 
us know where we stand. 

Experience under the present act has made it increasingly clear 
that some domestic producers are not adequately protected from 
serious injury from tariff concessions under the act. We view this 
inadequacy with particular alarm, since our industry itself is facing 
possible serious injury by concessions that may be made at Torquay. 

The Department of State has often pointed with pride to the 
escape clauses that have been inserted in trade agreements since 
1948. No provision for an escape from injury caused by imports is 
contained in the Trade Agreements Act itself. However, Executive 
Order 9831 dated February 25, 1947, made mandatory the inclusion 
of an escape clause in every subsequent trade agreement, and it was 
adopted by GATT in October 1947 in the Geneva Agreement. De- 
spite the Department of State’s protestations to the contrary, upon 
analysis it will be seen that the existing escape clauses do not afford 
any real relief. Specifically, our objections are: 

1. The escape clause is so loosely and defectively drawn that, 
construed strictly, it would afford no relief to an injured domestic 
producer in many circumstances even though the domestic producer 
has suffered serious injury. In the first place, the actual or threatened 
injury must have resulted from developments that were unforeseen. 
One could infer from this that an intended injury cannot be remedied. 
The question might thus arise whether a trade agreement may be 
used as a punitive measure against a particular industry. 

Secondly, the injury must be attributable to a trade agreement as 
a condition of escape. This condition leaves the way open for an 
administrative agency to deny relief unless the injured party can 
prove that the injury resulted entirely from a trade agreement. To 
prove that such an economic effect is attributable entirely to a partic- 
ular cause is indeed a heavy burden on a complainant. The net 
result is to place in the administrative ageney too wide a discretion. 

Thirdly, a condition of escape is that imports must have increased. 
It is obviously possible for imports to remain the same or even to 
decrease and still come in in such relative quantities, depending upon 
domestic consumption, as to ruin a domestic industry. 

The Tariff Commission has noted all these defects (and I have not 
attempted to cover them all), and has attempted to remedy them 
by administrative interpretation. The fact remains that the escape 





430 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


clause is loosely drawn. We should not rely upon administrative 
interpretation to correct obvious faults, but the faults should be 
corrected in the escape clause itself. 

The power and discretion granted the Tariff Commission in 
Executive Order 10082 to administer escape clause procedure is too 
broad: Executive Order 10082 vests in the Tariff Commission the 
authority and responsibility for administrating the escape clause. 
We believe that the Commission is the appropriate agency for carry- 
ing out this function. However, in our view, the grant of power and 
discretion to the Commission is entirely too broad. 

The Commission’s discretion is unlimited both as to whether it 
should conduct an investigation and as to what action it may take 
even if a hearing is held. Up to December 20, 1950, 20 applications 
were received for relief under the escape clause. Twelve were dis- 
missed without investigation; two were investigated and relief was 
granted in one; six were pending. No economic facts have been 
stated as a basis for dismissals. 

Even if the Commission should decide to make an investigation, it 
need make no explanation of a denial of a remedy. It is not required 
to make public findings of fact, nor is it required to indicate its reason- 
ing in denying an application for relief. Applicants are left in the 
dark, and the broad power is an open invitation to arbitrary action, 
We believe that this grant of authority to the Commission is wholly 
out of place in our form of government, and it is not in keeping with 
sound principles of government. 

We urge that in reporting H. R. 1612 this committee recommend 
amendment of the Trade Agreements Act as extended to provide 
adequate remedy for the inequities of the present escape clause 
procedure. Such amendments should include the following: 

An escape clause in such form as to eliminate the inequities to 
which I have alluded that result from the present poorly drawn clause. 
This statutory escape clause should be required in all trade agreements 
negotiated in the future and upon renewal of the present agreements. 

A procedure requiring that the Tariff Commission, upon appli- 
cation for relief by an aggrieved producer, both under present and 
future escape clauses, shall conduct public hearings, make public 
findings of fact, which shall include a finding of fact as to the rate of 
duty or other import conditions which represents a minimum safe- 
guard against injury or threat of injury, and make a written opinion 
based upon such findings of fact on each application. 

If these safeguards are provided, we would then hope that our 
industry and, in turn, the national defense would have reasonable 
protection during the coming year if concessions are made at Torquay 
which would threaten serious injury to our industry. 

~ summary, we strongly urge this committee to recommend that: 

. Congress extend the Trade Agreements Act for 1 year only. 

>. Congress amend the Trade Agreements Act, as extended, 
techoe a statutory escape clause remedying the deficiencies of the 
present clause and providing for its equitable administration by 
sound proc edures. 

3. Congress appoint a joint committee to study the Trade Agree- 
ments Act in its over-all implications and to reappraise the entire 
trade agreements program. 

Mr. Coorer. Does that complete your statement? 
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Mr. Moopy. Yes. 

Mr. Coorer. Are there any questions? 

Mr. Mixus. I have a few questions, Mr. Chairman. 

Mr. Cooper. Mr. Mills will inquire. 

Mr. Mirus. Mr. Moody, I believe you filed a brief sometime last 
year with the Committee for Reciprocity Information, did you not? 

Mr. Moopy. That is correct. 

Mr. Muiuus. In that brief you listed the organic chemical products 
under 12 heads. 

Mr. Moopy. Well I have forgotten. 

Mr. Minus. Let me ask you if this is a correct list: 1, dyes; 2, 
lakes and toners; 3, resins, plastics, and protective and surface coat- 
ings; 4, organic solvents; 5, insecticides and fungicides; 6, medicinals 
and pharmaceuticals; 7, surface active agents; 8, flavors and perfumes; 
9, tar crudes; 10, intermediates; 11, elastomers, and 12, organic 
industrial chemicals. 

Mr. Moopy. That is right. 

Mr. Mitus. Which one of these is most important from the stand- 
point of the domestic industry? 

Mr. Moopy. Intermediates. 

Mr. Miuus. I have before me a reprint from the June 1948 issue 
of the magazine called Industrial and Engineering Chemistry, which 
contains an article entitled “Organics Have Grown Phenomenally,” 
written by James H. Hibben, Chief of the Chemical Division of the 
United States Tariff Commission, which shows, among other things, 
that the domestic production of medicinals, for instance has in- 
creased. Are you acquainted with that article? 

Mr. Moopy. No. 

Mr. Miuus. In the article Mr. Hibben shows, among other things, 
that the domestic production of medicinals increased from about 
5,000,000 pounds in 1929 to about 55,000,000 pounds in 1943, and 
then dropped to about 40,000,000 pounds in 1946. Do you know 
whether that is approximately correct? 

Mr. Moopy. 1 assume it is; yes. 

Mr. Miuus. He further shows the production of plastic materials 
increased from less than 50,000,000 pounds in 1929 to about a billion 
pounds in 1946. 

Mr. Moopy. I think that would be about right. 

Mr. Mixus. And the domestic production of surface active agents 
increased from about 25,000,000 pounds in 1929 to about 240,000,000 
pounds. The domestic production of elastomers increased from 
nothing in 1939, just before the war, to over 1,800,000,000 pounds in 
1945, and was over 1,600,000,000 pounds in 1946. 

Mr. Moopy. I think that is correct. 

Mr. Mixus. There has been a tremendous increase in most of these 
organic chemicals referred to by you before the Committee for Reci- 
procity Information? 

Mr. Moopy. Yes. 

Mr. Mints. Is it not a fact that we are on a heavy net export basis 
with regard to most, if not all, svnthetie organic chemicals? 

Mr. Moopy. We were for a few years after the war. 

Mr. Mitus. Well now are we not? 

Mr. Moopy. It has dropped in 1949; it dropped 29 percent to 
approximately 12 percent of production—— 
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Mr. Minus. The imports? 

Mr. Moony. Our exports. 

Mr. Minus. And of imports? 

Mr. Moopy. And prior to the Second World War I think the 
exports averaged approximately 5 percent; they reached a high 
I think in the vear 1947 and 1948. 

Mr. Mitus. Which one is the more important export? 

Mr. Moony. Dyes, medicinals and pharmaceuticals, elastomers 
and organic solvents. 

Mr. Minus. Intermediates? 

Mr. Moopy. Intermediates would not be a large factor in the 
exports. 

Mr. Miius. They have been going primarily to Europe? 

Mr. Moopy. Yes; they would go to Europe when they would 
not interfere with the building of their industry. 

Mr. Minus. Is it not a fact that imports of many of these products 
are not competitive, that is, they are either not produced in the 
United States, or not offered freely for sale in this country? 

Mr. Moopy. That has been largely true. 

Mr. Miuus. I believe you stated that there are exportable surpluses 
in many of the producing countries —— 

Mr. Moopy. There are today. 

Mr. Minus. And that they may gravitate to this market? 

Mr. Moopy. That is right. 

Mr. Miuus. If that is the case, how are you able to compete with 
them in foreign markets, as indicated by the export volume? 

Mr. Moopy. We are rapidly losing, and going back into our own 
home markets. 

Mr. Miius. Mr. Moody, I ask you these questions because I 
realize the tremendous importance of your industry, not only in 
peacetime but especially in times of defense and war. 

Mr. Moopy. Yes. 

Mr. Minus. I want to ask permission to insert in the record the 
article referred to, Organics Have Grown Phenomenally, by James H. 
Hibben, Chief of the Chemical Division, United States Tariff Com- 
mission. 

Mr. Coorer. Without objection, it is so ordered. 

(The article referred to follows:) 


Orcanics Have Grown PHENOMENALLY 


James H. Hibben, Chief, Chemical Division, United States Tariff Commission, 
Washington, D. C. 


Organic chemicals are compounds produced by man from materials derived 
from living matter—coal, petroleum, and agricultural products. Thirty-four 
vears ago the entire domestic industry producing synthetic organic chemicals 
consisted of seven manufacturers producing 7,000,000,000 pounds of dyes and 
intermediates, valued at about 3.5 million dollars. By 1946 the number of 
manufacturers had risen to 550 and their product to 14,000,000,000 pounds, 
valued at about 2 billion dollars.'. This rapid growth was forced upon the in- 
dustry by sheer necessity. Before 1914 domestie production consisted chiefly) 
in supplying about 10 pereent of our market with dyes made from German 
intermediates. Germany supplied most of the remaining 90 percent. With 

rhroughont this article data pertaining to the synthetic organic chemical industry do not include ¢ 
plosive vllulose products, and ethyl alcohol. Data on explosives are not segregated according to chemical 


ed in this hearing. 
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sudden cessation of imports from Germany upon the outbreak of World War I 
came extreme shortages, precipitous increases in prices—for some products as 
much as one hundredfold—and a frantic scramble to build up an industry from 
the meager facilities which we had, handicapped by a dearth of the technical and 
chemical knowledge so vital to such an undertaking. But the industry was built, 
even though the process was costly. By 1918 the number of manufacturers had 
swelled to 187; production of intermediates, to 354,000,000 pounds, valued at 
123 million dollars; and the output of finished coal-tar products, to 75,000,000 
pounds, valued at 83,000,000 dollars. 

Because many of the organie chemicals made during the war were used for 
explosives and other war matériel, production fell rapidly after the armistice, 
reaching the low level in 1921 of 144,000,000 pounds, including 21,000,000 pounds 
of non-coal-tar chemicals, which were reported for the first time in that year. 
The recording of sales rather than the value of production also was initiated in 
1921; sales totaled $64,000,000. 

During this period of consolidation and adjustment, however, the industry was 
aided by several factors. To stimulate domestic production of these chemicals 
Congress, in the Revenue Act of 1916, imposed additional duties on intermediates, 
dyes, and other coal-tar chemicals. This action was followed by the Dye and 
Chemical Control Aet of 1921, which prohibited the importation of dyes and 
other coal-tar derivatives into the United States unless these products were not 
reasonably obtainable from domestic industry. The Tarifl Act of 1922, which 
superseded the Dye and Chemical Control Act of 1921, and later the Tariff Act 
of 1930 set the “American selling price’ as a basis of determining the duty on 
competitive imports, thus providing additional tariff protection for coal-tar 
intermediates, dyes, medicinals, flavoring materials, and synthetic odoriferous or 
aromatic chemicals. 

A second factor was access to basie patents. The Trading With the Enemy 
Act of 1917 authorized the granting of licenses for the manufacture and sales of 
products covered by enemy-owned patents. These patents had long been a great 
obstacle to the development of a domestic synthetic organie chemical industry. 
In 1919 a quasi-public corporation, called the Chemical Corp., Ine., was formed 
to purchase these patents from the Alien Property Custodian. Nearly 6,000 
valuable patents were thus made available to industry on a nonexclusive license 
basis by the payment of a small royalty. 

Another factor that has been of assistance in the regular growth of the industry 
has been the ready availability of data on production and sales in the United States 
of all synthetic organic chemicals. In 1916, as a result of a provision of the 
revenue act of that vear, the President directed the Tariff Commission to collect 
and tabulate data on United States production and sales of synthetic organic 
chemicals. Since then such data have been released annually by the commission 
in the commission’s publication Synthetic Organic Chemicals, United States 
Production and Sales. The Commission now collects such information under its 
general authority to conduct investigatigns and obtain information pertinent 
thereto found in sections 332 and 333 of the Tariff Act of 1930, United States Code, 
title 19, sections 1332 and 1333. As long ago as 1916 Thomas Norton made this 
stttement: 

“It is now generally recognized that any intelligent effort to build up a compre- 
hensive self-contained American coal-tar chemical industry must rest upon the 
solid foundation of accurate statistical data concerning the American market for 
artificial colors. In no other way can the creators of such an industry avoid 
duplication, overlapping waste, and blundering tentative struggles to adjust 
productive mechanism to a vague indefinitedemand. Without such fundamental 
data the future industry will be heavily handicapped by permanent overhead 
charges accumulated as a result of being forced to feel its way in the dark, chem- 


ically, mechanically, and commercially.”’” (American Dyestuffs Used in the 
United States, U. 8. Department of Commerce, Special Agent Series 121, 1916, 
p. 8.) 


This statement still applies to the continuously expanding organic chemical 
industry of today just as it did to the dye industry of yesterday. 

By 1924 creation of new facilities, increased supplies of raw materials, and 
greater efficiency had raised production again to more than 400 million pounds. 
Thereafter production continued to increase slowly but steadily until in 1929 it 
reached 1.2 billion pounds and sales amounted to 175 million dollars. In 1929 
the aevelic group of organic chemicals exceeded, in quantity produced, the eyeclic 
or coal-tar group. When such data are given in this article they are in terms of 
acyclic and eyelic types of organie chemicals rather than products derived from 
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coal-tar or non-coal-tar sourees—the system of grouping used in the Tariff Act 
of 1930. Many identical chemicals are now derived from both sources. Most 
eyclic compounds are of coal-tar origin. The panic of 1929 and the subsequent 
depression adversely affected the organic chemical industry but not so severely as 
many other industries. Production in 1930 still exceeded a billion pounds. In 
1931 production of intermediates and finished evelic products was less than 10 
percent in quantity below the 1930 level. In 1932 intermediates declined another 
18 percent in output and finished products 10 percent. Complete statistics are 
not available for these 2 years. In 1933 recovery was well under way; 1.3 billion 
pounds were produced, more than in any previous year. Declining prices, 
however, reduced sales somewhat in value though not in quantity from the 
previous peak year of 1929. 

The sharp upward trend in production of intermediates and finished products 
continued unabated until the recession in 1938, from which there was almost 
immediate recovery. As shown in the chart, production and sales were greatly 
accelerated in 1939; this continued through part of 1945. Cancellation of war 
contracts after VJ-day, shortage of raw materials, which was partly due to the 
decreased production of coke and tar in the fall of 1945, and other conversion 
problems arising from a shortage of labor and equipment—all contributed to 
the drop in output. Maximum production was reached in 1944 when 15 billion 
pounds of organie chemicals were produced; sales were 10 billion pounds, valued 
at 2 billion dollars. These figures do not include chemicals produced at Govern- 
ment owned or operated ordnance plants. Production at such plants was large. 
The increase in value of sales was even more rapid than the increase in quantity 
of sales. Sales were valued at over 2 billion dollars in 1944, declined to 1.9 
billion dollars in 1945, and again increased in 1946, probably because of advancing 
prices. 

PRODUCTION AND SALES BY USE 


The synthetic organie chemical industry is made up of a number of individual 
industries such as the pharmaceutical, plasties, dye, and perfume industries. 
These consume certain common raw materials but produce different finished prod- 
ucts. Some companies manufacture chiefly products that may be classified in 
only one of the 10-use classifications under which the statistics are published by 
the United States Tariff Commission; others manufacture chemicals that may fall 
into several groups. As the growth of the whole synthetic organic chemical 
industry reflects the growth of the individual groups making up the total, it is of 
interest to examine each group separately and note where the greatest expansion 
occurred. Not all of these groups have been in existence as far back as 1929. 
Products classified as rubber-processing chemicals, surface-active agents, and 
plasticizers were reported as a subgroup under miscellaneous chemicals until 
recently, or as a miscellaneous chemical. The table on page 439 is constructed 
on the basis that the present classification of a chemical was in existence through- 
out the years covered. For some earlier years, however, it is necessary to estimate 
part of the data. 

Intermediates.—Cyclie intermediates are naturally the largest single group of 
synthetic organic chemicals, as they are the raw materials for all other finished 
coal-tar products. In 1929 output was about a third of a billion pounds; in 1946 
the output of 2,500,000,000 was due in no small measure to the production of 
ethyl benzene (427,000,000 pounds), which, in turn, was used to make 406,000,000 
pounds of styrene, another intermediate in the manufacture of synthetic rubber. 
Among the other most important intermediates are monochlorobenzene, phenol, 
refined naphthalene, and phthalic anhydride, data for which are shown in table 
beginning on page 441. tn 1918 about 175 different cyclic intermediates were 
manufactured and in 1946 over 1,000. Acyelie compounds which function as 
acyclic intermediates in the production of acyelie finished products are not classi- 
fied as a separate group as yet but are included with the miscellaneous chemicals. 
The output of these compounds also would be very large. The growth in produc- 
tion of intermediates is shown on chart. 

Dyes.—In 1929 dyes exceeded any other group of finished products in output; 
in the quantity produced they were about three times as important as their nearest 
competitor, synthetic resins, and, in value, four times. In 1935 resins exceeded 
dyes in the volume of output, and in 1941 they were ahead in value of sales as well. 
Elastomers, including synthetic rubbers, surpassed dyes in importance in 1943. 
Production of dyes, strictly controlled during the war, did not reach a maximum 
until 1946, when 186,000,000 pounds were reported. Production in 1947 will 
probably be still greater. 
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Lakes and toners.—From 1929 to 1941 production of these colors ranged between 
15 and 20 million pounds. In 1941 production of lakes, like that of dyes, was 
stimulated as stocks were set aside in anticipation of war. Production declined 
the following vear but began to recover in 1944. The 33,000,000 pounds produced 
in 1946 reflect the increased postwar demand for lakes used in printing and for 
other purposes. 

Medicinals.—-Bulk medicinals have shown considerable growth in quantity 
produced in the last decade and a half and a phenomenal growth in value owing 
to the manufacture in recent vears of new products having a high unit value. In 
1946 sales, which had amounted to 9.2 million dollars in 1929, totaled 218 million 
dollars, of which penicillin accounted for 90 million dollars, and vitamins 53 million 
dollars. See table, page 440. In terms of finished pharmaceuticals, the value 
of sales would be more than double this amount Jand even larger if natural 
medicinals and biological products were included in the data. The peak output 
reached in 1943 and subsequent decline were due in part to the demand for medic- 
inals by the Armed Forces which reached a maximum for certain types in that 
vear. 

Flavor and perfume materials.—These products, as might be guessed, appeal 
more to man’s esthetic nature. Throughout the thirties production averaged 
about 5 million pounds; in 1941 it increased to 14.6 million; and since then has 
ranged between 15 and 20 million. 

Plastics materials—The statistics on plastics materials shown in the chart 
refer only to synthetic resins, which accounted for about 90 percent of the total. 
Production of synthetic resins has expanded from 40,000,000 pounds in 1929 to 
almost a billion pounds in 1946. The war created a great demand for resins, and 
production quadrupled during the war years. The largest single use of synthetic 
resins is in protective coatings, followed by molding and casting. Notwith- 
standing the huge wartime increase in the use of synthetic resins, production for 
all purposes in 1947 undoubtedly exceeded the record production of 1946. Syn- 
thetic resins are now exceeded in output only by elastomers and intermediates. 

Rubber-processing chemicals.—Antioxidants, peptizers, accelerators, and other 
rubber-processing chemicals are used in compounding rubber either synthetic or 
natural, and production of them depends on the demand for rubber. Manu- 
facture of these products increased gradually throughout the thirties, sharply 
in 1941, declined slightly in 1942, and reached a maximum of 101,000,000 pounds 
in 1945. The increase was partly due to the fact that processing of synthetic 
rubber requires considerably more rubber chemicals than does natural rubber. 

Elastomers (including synthetic rubber).—Elastomers have the property of 
stretching considerably more than their own length and of returning with force 
to their original position. Throughout most of the latter part of the thirties these 
products were special-purpose synthetic rubbers produced in quantities increasing 
gradually from 1 to 2 million pounds. In 1939 production doubled compared with 
the years immediately preceding and increased another 50 percent in 1940 to 
6.6 million pounds. When the supply of natural rubber was cut off by the war, 
production was stimulated, notwithstanding great technical difficulties, with the 
result that 28 million pounds were produced in 1941, 59 million in 1942, 573 
million in 1943, and 1.8 billion in each sueceeding year. So extraordinary an 
increase in production of a group of chemicals has never been equaled but it has 
not continued at the same level, owing to the present availability of natural 
rubber. 

Plasticizers.— Most plasticizers are used principally to give plastics materials 
certain physical properties; some have other uses. Production of plasticizers 
usually follows the trend in the production of synthetic resins. The output of 
more than 6,000,000 pounds in 1929 inereased to the peak output of 187,000,000 
pounds in 1944 but declined in succeeding years. This was due in part to a 
smaller demand for dibuty! phthalate, a plasticizer for smokeless powder, and 
for dimethyl phthalate, which has a secondary use as an insect repellent. 

Surface-active agents.—In the late 1920’s and early thirties surface-active 
agents were almost exclusively sulfated and sulfonated fats and oils used as 
textile assistants; at present they are also used as substitutes for soaps, in sham- 
9008, dentrifices, and agricultural sprays, and have many other applications. 
rhe data plotted in the chart and shown in table on page 440 refer to weight of 
pure active ingredient. 

By 1938 the output of these chemicals had increased 71 percent over the 1929 
output of about 29,000,000 pounds. The contribution of sulfonated oils to the 
total was also slightly less. Production totaled 66,000,000 pounds in 1940, 
94,000,000 in 1941, and 115,000,000 in 1943; jumped to 153,000,000 (nearly half 
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eyclic compounds) in 1944; and reached 242 million in 1946. Sulfonated benzene, 
naphthenoid compounds, and sulfated esters and amides were the leading chemi- 
cals in 1946; sulfonated fats and oils accounted for 38,000,000 pounds. The 
rising importance of surface-active agents shows little sign of diminishing. See 
chart. 

Viscellaneous chemicals.—The chemicals in this group consist of products such 
as insecticides, photographie chemicals, tanning materials, plant hormones, 
solvents, and halogenated hydrocarbons which are combined in subgroups, 
acyclic intermediates, and other chemicals having diverse uses. Acyclic chemicals 
in this group are by far the more numerous and important. In 1929 the total 
production of all chemieals in this group was 629,000,000 pounds; sales were 
100,000,000 pounds, valued at $63,000,000. In 1936 production exeeeded 
2,000,000,000 pounds, in 1941 it was more than double this amount, and in 1944 
it reached a maximum of 9.5 billion pounds, 100,000,000 of which represented 
cyclic compounds. This mounting volume largely reflected the stepped-up 
output of halogenated hydrocarbons to 1.5 billion pounds, formaldehyde to 
123,000,000, acetone to 350,000,000, acetic acid to 268,000,000, methanol to 
493,000,000, and butadiene to 468,000,000 pounds. The decline from the maxi- 
mum of 0.5 billion pounds in 1944 to 8.3 billion pounds in 1946 is due to decreased 
production of one of the intermediates for synthetic rubber—butadiene—from 
ethyl aleohol and halogenated hydrocarbons used for solvents, for refrigerants, 
and as acyclic intermediates. Ethyl alcohol is an important chemical not in- 
cluded in the miscellaneous group with the statistics on other synthetie organic 
chemicals, because data on this material are collected separately by the Treasury 
Department. Production of ethyl alcohol is shown on page 447. 

Relative growth of groups.—When the foregoing groups are examined to see 
whieh can claim the greatest progress during 1929-46, one is immediately struck 
with the reeord for elastomers, which showed the greatest growth of all these 
groups. Based on data for 1935, the first vear for which they are available, the 
volume of elastomers produced has multiplied 2,000 times, and the value of sales, 
800 times. Synthetie resins rank second, being 26 times as great in 1946 as in 
1929 in quantity produced and 29 times as great in value of sales. Plasticizers 
rank third in quantity with a nineteenfold gain, but gained only a few fold in 
value. Medicinals were 24 times as great in value of sales but only about 8 
times in quantity. Surface-active agents increased nineteenfold in value and 
eightfold in quantity. 

Less phenomenal but still remarkable gains are recorded for other groups. 
In 1946 intermediates had increased in quantity to a little more than 7 times the 
output of 1929 and in value of sales 9 times. Dyes, probably in part because the 
dye industry was already well established by 1929, showed the least increase 
among these groups—not quite doubling in quantity and trebling in value of 
sales—all in all, a truly remarkable record in the short space of less than two de- 
cades. 

RAW MATERIALS 


Crudes obtained from coal, crude chemicals from petroleum, and chemicals 
derived from agricultural products are the raw materials for a vast number of 
chemicals There is considerable overlapping of products in the several groups. 
The principal products of the destructive distillation of coal are benzene, toluene, 
xvlene, phenol, and tar. The coal-tar industry existed long before the coal-tar 
chemical industry. Before 1900 little attempt was made to recover any of the by- 
products produced in the manufacture of coke, which was then made in beehive 
ovens usually located near the mine; indeed, until World War I there was only a 
small market for such raw materials. With growth of the demand for gas for 
heating and illumination and for furnace and metallurgical coke, the inefficient 
beehive oven was gradually replaced by coke ovens, which permitted recovery of 
coal tar erudes. By 1915 more than 30 percent of the domestie production of coke 
was in byproduct ovens. 

World Wae I created as sudden a demand for crudes as for intermediates and 
finishtd products. Crudes from coke ovens, which had been valued at less than 
half a million dollars in 1913, rose, by virtue of high prices and larger output, 
to 7.7 million dollars in 1915 and to 45 million dollars in 1917 (combined output by 
tar Idistillers and byproduct coke ovens, U.S. Tariff Commission, Census of Dyes 
and Coal-Tar Chemicals, 1917, p. 15). Although large surpluses of crudes were 
expected immediately following the termination of Luropean hostilities, first 
strikes in the steel and coke industries, as after World War II, and later the rapid 
development of new markets for tar crudes considerably minimized the depressing 
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$v 1929 byproduct ovens supplied about 90 percent of the tar crudes. Sales at 
byproduct plants amounted to $33,000,000, and sales by distillers, to $49,000,000. 
As the output of tar crudes depends on the quantity of coke used in the steel 
industry and consumption of industrial and household gas, the depression of the 
early 1930's caused a decrease in output of the principal types of tar crudes (see 
chart) which reached a minimum value in 1932-33. Thereafter the output 
again and, after a minor decline in 1938, averaged about $150,000,000 dur 
war vears. 

In time of war toluene is in great demand for the production of 
explosive trinitrotoluene—and large quantities of benzene are require 
manufacture of phenol for plastics and for the picriec acid type of expl 
number of attempts were made to obtain toluene from petroleum during 
War I, but the quantity so produced was small. As the pressure of Europea 
demand for toluene and phenol increased in the early 1940's, every effort wa 
to increase the supplies of tar erudes for war purposes. ‘Toluene was strip} 
from motor benzene, but it was immediately obvious that coal could never supply 
the demand. Petroleum came to the rescue. Technical advances in petroleum 
eracking and reforming during the preceding decade made it possible to reach the 
peak output of toluene in 1944 of 134,000,000 gallons, not including about 
70,000,000 gallons at the Baytown ordnance plant. This was almost 10 times 
the usual peacetime production. Production of toluene declined steadily after 
the war but is still double the prewar output. Production of benzene declined 
during 1944-46, but in 1947, it recovered, almost reaching the peak of 1944 

The heavy demand for naphthalene for the production of phthalate plasticizers, 
resins, and anthraquinone dyes consumed all available supplies. Despite a tem- 
porary decline in 1946, production of naphthalene reached an all-time high point 
of 316,000,000 pounds in 1947. Production of creosote oil for wood preserving 
reached a maximum in 1942 of 175,000,000 gallons—47,000,000 gallons greater 
than the output of 1929. 

Toluene is not the only chemical of importance derived from pet 
recent vears. Butadiene from petroleum alone, nearly 800,000,000 pound 
Was vital to the synthetic-rubber program; xvlene, naphthenic, and cr 
and short-chain crude hydrocarbons are the raw materials for an 
large number of finished chemical products derived from petroleum 
glycol, isopropyl alcohol, acetone, and chlorinated hydrocarbons are 
worthy of mention. 

Crudes from petroleum I natural gas for further 


ly reported before 1943, but since then thev have 
+) 


TN a 


e following table 


natural qas 


production and sale s, 


ly4s 
luti 
1045 
1946 
thousands of pound 
1943 i 
194 
1045 
146 
Sales value (thousands of dollars) 
1M43 
1044 
1945 
1046 


! Not available 
Does not include cresylic acid 


Source nthetic Organic Chemicals, United States Production and Sales; U. 8. Tariff Commission 


Acetylene obtained from ealcium carbide is also an industrial gas which is the 
raw material for many hydrocarbons and their derivatives. Agricultural products 


such as grains, molasses, milk, and wood are also sources of substantial quantities 


of organic chemicals. 
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Tar crudes—Summary of production and sales 


BENZENE 














l 
\Production| Sales 

| (thousands | (thousands 
| of gallons) | of gallons) 


| 
Sales value 
(thousands) 


Sales 
(thousands 
of gallons) 


Production 
(thousands 
of gallons) 


Sales value 
(thousands) 











26, 795 | 2 22,141 | 
2 19, 413 | 219, 145 2 2, 676 
24, 106 | 23, 030 2, 976 
23, 821 | 19, 875 3, 215 
19, 382 19, 723 
11, 442 11, 908 
214,772 | 214,267 
219,142 19, 188 | 
29, 378 2 


1947 ! 2 $2,928 
1h 
1945 
19044 


166, O91 
136, 353 
156, 215 | 
178, S02 
1943 142, 47 
1942 285, 2! 
141 44, 

1940 36, 556 
1839 30, 

1938 317,7 


$16, 653 
16, 617 
23, 230 
17,84 

1 10, 487 

4,912 
4, 305 
3, 618 

22,317 














295, 5: 

285, A7- 
2 58, 380 
2 50, O47 
240, 224 
34, 227 
261, 960 
2101, 863 
2105, 924 


. 000 

31, 827 
32, 451 
+6, SSG 

24, 300 
68, 662 
112, 508 
7101, 140 
ae, 246 
61, 908 














TOLUENE 


























64, 263 | 1937 20, 897 


33,817 | 


132, 409 
134, 179 
(i, 342 
$3, 292 
35, 587 
a0, 440 
24, 355 
16, O90 


104, O85 
53, 584 


7, 233 | 
39, 664 
39, S73 
28, 635 
11, 0 

&, 691 

7, 208 

4, 952 

3, 521 


NAPHTHALENE 


5, O06 
i, O25 
sus 
. 785 
». 407 
3.423 
920 


979 


1936 
1935 
1934 
1933 
1932_. 
i931 
1430 
1929. 


19, 


1937 115, 
1936 xo, 
1035 47, 
134 37, 
1933 30 
1932 13, 
mol 2, 
1930 
ig2v 





CREOSOTE OIL 





1947 | 
1946 
1945 
1944 
1943 
1942 
1941 
1940... 
1939. 
1¥38 





161, 541 
136, 401 


158, 319 | 


161, 152 
175, 186 
175, 297 
143, 503 
119, 679 


110, 242 | 


88, 067 


4 Estimated. 


Source: 
NOTE 
facturers and those not engaged 

preliminary. 


19, 563 
21, 929 
175 
21,714 
23, 779 
gas 

3, 030 
2, 385 
10, 820 


—_$—$—_$—_—_—— 


1937... 
1936_... 
1935_... 
1934... 
1933 
1932... 
1931 __. 
1930_. 
1929... 





1 Sum of statistics collected monthly. 
2 Reported to the Coal Economics 
3 Sales of coke-oven plants; product 


division, U 


Data on production and sales not yet ava 
S. Bureau of Mines only. 
ion for sale in other plants. 


1929 and 1930 figures were obtained by adding production 
in operation of coke-oven plants. 


S07 | 


979 
AH 
HA3 
922 
p21 
593 
asd 


ont 


758 


917 


572 | 


159 


2, 869 | 

71,999 

57, 489 
, 42 | 


| 


Synthetic Organic Chemicals, United States Production and Sales, U. 8. 


ilable. 


2 19, 606 
217,648 
3, 241 


, 42 


109, 304 
74, 054 
42, 018 
31, 860 

253 


12.979 


25, 403 

2 4,929 

| 23, BS 
| 23,124 
n.a. 

23,009 

3,614 
6, 580 


> 


19, 554 | 


331,646 
338, 044 


109, 485 


j 


93, 216 | 


86, 707 
90, 539 


58, 030 | 
60, 201 | 


06, 327 
25, 463 


31 
3125, 347 


9, 73! 
j 313, 552 
15, 086 


i 


Tariff Commission. 


and sales of byproduct coke over manu- 
1946 and 1947 figures in these tables are 
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Synthetic organic chemicals—United States production and sales by chemical class 
[Quantity in thousands of pounds, value in thousands of dollars] 


PRODUCTION 








Cyclic Acyclic | Total i] Cyclie Acyclic Total 


5, 150, 602 9, 202, 859 14, 353, 461 || 1939____. 1, 047, 441 3, ORD, 255 4, 127, 696 
5,022,914 | 9,682,124 | 14,705,038 || 19% | 679,899 | 2,445, 631 3, 125, 530 
4, 805, 870 | , 123, 680 14, 929, 550 || 1937_. | 961,004 | 2,571,020 | 3, 532,114 
3,035,613 | 9,057,470 | 12,093,083 || 1936__- 859,207 | 2 O86, O01 2, 946, 198 
2, 066, 936 , 174, 423 | , 241,359 || 193: 720, 307 , 633, 697 2, 354, 004 
1, 814, 380 5,052,031 | 6, 866, 411 Vee... 532, 2¥1 661, 374 , 198, 665 
1,332,108 | 3,974,133 | 5,306,241 





SALES QUANTITY 


! 
9, 526, 735 | 1939 | 5 | 1,575, 78 2, 200, 851 
9, 390, 163 || 1938 
10, 061,193 || 1937 
7, 358, 025 1086 
5, 053, 052 19035 
3,848,558 | 19290 
2, 748, 576 
SALES VALUE 
————_ . ———s 
= , 054, 505 851, 063 1, 905, 568 |; 1989... __. 186, 311 201, 616 387, 927 
1945 917,471 | 935, 901 1, 853, 372 1938 132, 029 | 119, 001 251, 030 
1044 SSI], 209 1, 123, 322 2, 004, 621 1937 ; 165, 474 | 123, 451 288, 925 
19438 619, S69 815, 381 1, 435, 250 1936 a 154, 208 | 109, 422 263, 630 
1y42 = 427, 431 513, 190 940, 621 1935 ; } 127, 941 91, 527 219, 468 
1941 : : 5 359, 912 737, 412 || 1929 badd 108, O19 67, 449 175, 468 
1940 Pp : 219, 951 266, 40 486, 591 





Source: U. 8, Tariff Commission. 
Synthetic organic chemicals—production and sales by use 
[Quantity in thousands of pounds. Value in thousands of dollars.} 


INTERMEDIATES 





1! | 
| ' 
Produc- Sales | Sales Produc- Sales 


tion quantity value | tion quantity | value 


2, 547, 485 1, 417, 509 870 1939 te 613, 804 260, 289 | 

2,326,921 | 1, 256, 625 3,042 || 16 ; 403, 482 171, 539 | 

2, 274, 391 1, 564, 101 i, 221 ; , 577, 408 242, 211 | 

1, 696, 267 1, 037, 060 O85 |) 1% ‘ 510, 696 | 223, 128 | 

1, 316, 634 700, 036 | 04, 248 935 _. | 437, 467 | 190, 919 

1, 040, 083 432,717 | 973 Se 332, O81 | 130, 190 
S26, 874 316, 734 | 5, 615 |) 





DYES 





186, 307 184, 120, 289 || 1939_.........] | 114,494 | 70, 224 
145, 213 138, 108, 489 a . 87, 803 | 53, 096 
151, 653 | 150, 110,748 | 1987 22, 24! 118, 046 | 64, 618 
144, 013 145, 499 | 105, 350 || 1936 iineed , 52 117, 573 63, 686 
151, S78 144,! 99, 431 |) 1935_....._... » 93 97, 954 51, 488 
168, 657 | 176, | 113, 324 PR tecanesns 106, 071 45, 842 
127, 834 122, 76, 432 | | 





LAKES AND TONERS 





| | 
32, 316 622 | 18, 154 | 
23.177 21. 756 es 14. 407 
19, 197 4 3, 18, O41 
16, 317 § 15, 352 
7, 178 , 245 | _ 14, 182 
26,272 | 24.304 | 18, 73 || 113, 245 | 
19, 213 | 12, 512 





See footnotes at end of table, p. 441. 
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1945 
1044 
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1940 
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Synthetic organic chemicals—production and sales by wse—Continued 


MEDICINALS 


Sules 


quantity 


Sales 


value 


40, 372 
40, 025 
36, 212 
51, 808 
739 
29, 024 


16, 737 


218, 009 
160, 972 
111, 795 
139, 439 
RS, 448 
58, 767 
23, 206 


38 


KR 


FLAVE 


215,993 
216,091 
215, 4 


213, OSY 


PLASTICS 


O34, 211 
762, 440 
697, 328 


MT, 


356, 2 11%, 480 


Qi, SY, SOS 


AND PE 


Sales 


quantity 


| Produe- 
tion 


1u +) 16 a) 
1938 12,476 | 
1937 16, 614 
1936 3, 250 
1935__. 10, 775 
1929 5, 385 


14,414 
10, 021 
13, 451 
11, 285 
0, 518 
5, 168 


RFUME MATERIALS 


1939 7, 486 
5, 310 
6, 159 
4, 670 
5, 229 
5, 391 


RESINS 


+, O28 
130, 358 
4173.006 
$145,611 | 
406, 565 
430, 436 


163, 297 
101, 829 
* 138, SU! 
* 107, 767 
$71, 208 


4 37, OO 


BBER-PROCESSING 


0. 405 


7.002 
10, 20 
17, 347 


ELAS 


19390 
193s 
1N37 
1436 
1935 

Luv 


OMERS 


PLASTICIZERS 


29, 346 
33, S85 
SY, 005 
$2, 000 
21, 723 
14, 90S 
. Sal 7, 026 


1y3y 
1908 
1937 
1936 
1035 
| 1929 


a 
| 
en 
i 





SURFACE-ACTIVE 


AGENTS 





239, 197 

184, 442 | 
152, 636 
115,111 | 
#91, 123 | 

93, 791 | 
465, 522 | 


211, 973 
157, 530 
134, 706 
4 108, 228 | 
486, O86 | 
87, 305 
4 50, S44 


57,017 
, 59 
29, 938 


i, 161 
. 318 | 
, 953 


, 180 | 


| 
| 


1939 i 

1938 ouaa 4 49, 510 | 

1937 . 4 52,715 | 

1936 553, 009 

| 1935 sie 5 44, 934 | 
ibtveasced § 2y, 000 | 


owuwree 
oon <S 





footnotes at end of table, p. 441. 
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Synthetic organic chemicals—production and sales by use—Continued 


MISCELLANEOUS CHEMICALS 


wis 7 ' , 619, 122 424, 080 
145 3 , it , 983, 130 660, 810 
144 0, 45 07 , 559, 9290 SSH, 7TS3 
1945 . 7 660, 533 607, O80 
1042 , 957, 792 3, 795 400. 900 
1941 , , 599, 795 284, 566 
1940 3 3, 450 , 929, 2 223, 569 


les chemically n 
? Resin content only 
* Partially estimated 
5 Estimated 
¢ The cyclic portion of this 


Source: U. 8. Tariff C 


nthe lr organic ¢ 
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Synthetic organic chemicals— Production and sales by chemical compound—Con. 


{Quantity in thousands of pounds. Value in thousands of dollars} 


Product 


Year 


Production 





Sales 





| Quantity | Value 





Acetylsalicylic acid 


Amy] acetates: n-Amy] acetate (90 percent); Isoamyl ace- 
tate (90 percent) : 


Barbiturice acid derivatives *: §-Ethyl-5-phenyl-barbitu- 
t 


ric acid (include salts) (phenobarbital 


Butyl alcohol, primary, normal. _...- 


Carbon disulfide 


Carbon tetrachloride. 


Chlorobenzene, mono- 


See footnotes at end of table, p. 446. 


| 
| 
| 
| 


| 





11, 965 | 
9, 926 | 


10, 941 


"70,552 | «3, 949 


9,423 | 
688 | 


, 650 
&, O84 
5, 410 
5,372 

052 


24. 168 


220, 659 





237, 687 |... 
212, 455 | 





175, 576 | -- 
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Synthetic organic chemicals— Production and sales by chemical compound—Con. 


[Quantity in thousands of pounds. Value in thousands of dollars] 





Product 


Sales 





Year Production 
| Quantity | Value 
} } 





Cresols 
Meta-para 


Ortho-meta-para 


Cresylic acid, refined §¢_. 


Dibutyl phthalate 


Dichlorodiphenyltrichloroethane (DDT) 


Dyes*(commercial “concentrations)—C, I.{202° Chrome | 
blue black R. 


C.I. 581 Direct black EW 


©, I, 1114 Anthraquinone vat bl 1e BCS 20 percent 


See footnotes at end of table, p. 446. 


78354—51 29 


128, 854 6, 596 | 270 
= i 4, 935 1¥l 
3, 480 127 


), 459 


7,454 963 


PN SNNNS PNNS 


=-2-PPeperenp> 


FMNPPS: 
stow > 


= 





NPs 
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Synthetic organic chemicals— Production and sales by chemical compound—Con. 


(Quantity in thousands of pounds. Value in thousands of dollars} 








Year 


7 
Product | 
| 





F. P. 302 Naphthol AS_...... | 1947 


Ethylene glycol........-..... | iinateenbice nas . 1947 


Ethy] ethers, all grades. cdot wuesectons | 1947 


Formaldehyde (37 percent by weight) ete 1947 


Lakes, peacock blue (patent blue 1047 


Methanol: Natural,* 1,000 gallons 1947 


i 7) 
“4 
Ss 
= 
= 
~— 


Bee footnotes at end of table, p. 446, 








Production 





005 


oe 


541, 501 
509, S20 
493, 110 | 
72, 686 


371, 006 


| 120,751 | 





Quant 


Sl, 


98, 
90, 
90, 
72, 
M, 
©, 
51, 
41, 


412, 
344, 


30, 7 


168, 
159, 
136, 

SO), 





Sales 


ity 


020 
745 
672 
721 
Yo 
wh 


962 
123 
203 
165 
617 
418 
633 
622 


325 


Value 


S22 
4 yen 
zh 


al 
Nexans 


b 
% 
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445 


Synthetic organic chemicals— Production and sales by chemical compound—Con. 


Product Year 





Naphthalene; refined, solidifying at 79 C. and over 


Penicillin and salts (billion Oxford units) * 


Pheno) (synthetic and natural) ! 


Phthalic anhydride 


Pyridine: Crude and refined, },000 gallons 


Streptomycin, 1,000 grams 


Styrene 


Sulfa drugs 


letramethylthiuram ! 


Tricresyl phosphate. 


See footnotes at end of table, p. 446. 


{Quantity in thousands of pounds. Value in thousands of dollars] 


ic — 
Production ——— 
| Quantity 


| 


2, 973 
» 225 
, 528 
), OSS 
. 104 
3, 658 
, 670 
. 499 
761 
426 | | 
415 | 361 
, 328 
600 | 
Ss, 460 ‘ 
820 177, 5% 
, 112 1h, ! 
993 | 176, 
On | 182, 
125 119, 2 
5, O47 &3, 3! 
5, 155 23, 6 
59, 


34, 57! 


~ 


won 


~ 
=> 


eno 
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Synthetic organic chemicals—Production and sales by chemical compound—Con. 


(Quantity in thousands of pounds. Value in thousands of dollars] 


ae _ 7 
| 
| 
| 
| 


Year Production 





Product 





! 
| Quantity 


Vitamins: 
Ascorbic acid and salts ‘ | 727 R85 
1,307 
1,177 
7H 7H8 
2n0 228 
v2 87 
33 27 


Ergosterol, irradiated (vitamin D2), billion U. 8. P. | 
units 





Niacin and niacinamide. . 





Pyridoxine (Be) > ; ‘ | 1947 13 | on 

| 1046 3, 356 
1045 3 1, 736 
imM4 1, 337 


Thiamine chloride (B:)_.. ‘ 147 les = 
1946 | 179 12, 984 
195 | 170 6 11, 900 
194 153 2B 9,741 





Xylene, crude, from coal-tar and from petroleum, 1,000 
gal neem ee ee: thes 1947 40, 432 |_. : 
1946 44, 616 38, 045 7,179 
1945 55, 887 43, 855 6, 704 
©1044 | 8. 669 $903 | 2 84 
1943 10, 469 | 10, 336 | 2, 668 
10 1942 9, 332 8, 859 2, 220 
1941 8, 626 . 217 1, 993 
© 1440 5, 646 | 5, 336 1,240 
1 1939 4, 089 4, 298 1,019 
10 1935 3,606 | 3, 748 SOL 


Nore.— The blank indicates either that the reported data are confidential or that no data were reported. 
Data are reported on the basis of 100 percent content of the specified material unless otherwise indicated. 

1U. 8. P. acetanilide unit value ranged from 21 to % cents during the period. 

? Produced from ketene, acetylene, ethylene, and from acetic acid by the vapor phase process. 

? In 1940 and 1942 isoamyl only. 

¢ Statistics given in terms of bulk medicinals only. 

5 Statistics represent total pro Juction, from all sources including data reported by coke_oven operators to 
Coal Economics Division, Bureau of Mines, and by distillers of purchased coal tar to U. 5. Tariff Com- 
mission, 

* Includes refined cresylic acid derived from petroleum. 

7 Includes some leuco esters of C. I. L114 dye. 

* Reported to U. S. Bureau of Census. 

* Natural phenol sales only. 

i Reported to Bureau of Mines only. 

" Represents tetramethylthiuram disulfide 1947-44; tetramethylthiuram sulfide and disulfide prior t> 


4. 
2 Niacinamide only. 
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Ethyl alcohol—production by type of raw material 
[Thousands of proof gallons] 





























Raw material 1939 1941 1942 1943 1944 1945 | 1946 1947 
| 
Grain ! eneuwencesesecscs 15, 540 17, B2 38, 578 | 107,857 | 206,253 | 281,695 | 104, 963 39, 742 
Molasses ! salah betes 135, 834 | 210,427 | 289,396 | 159,190 | 207,523 | 190, 201 87,118 54, 159 
Ethy! sulfate. 47, 94 69, 903 90, 615 96, 739 | 113, 734 | 111,679 | 127, 508 | 133, 306 
Unfinished spirits and other 
redistillation — <—) -eee.. Lee: 50, 98 81, 454 45, 246 32, 920 23, 492 49, 546 
ee SR OSE ay! See A 1, 018 2, 837 4, 380 
Pineapple juice___.......__. 151 227 205 1254 “438 241 250 220 
‘ee * eer SS (‘) 136 155 136 262 
Crude alcohols mixture ; 
Cellulose pulp and chemical 2310 576 814 1, 198 1, 632 1, 731 1, 954 2, 422 
mixtures Slaten cen 
Potatoes . | 4 = ee ee eee >) ea a 3, 772 12, 864 
Other aes Grain, mo- 
lasses, whey, pineapple | 
Jules, ote..........-......--] 1,218 | 180 | 97 = 61,386 | 63, 791 1,296 | 1, 983 
Totes ye one ore | 
duced # } 201, 018 | 208, 945 | | 424, 804 447, 787 | 636,575 | 683, 432 | 353, 52: 208, S81 
! i ' 




















” 


1 Additional amounts used in combination with other m oearent included under “other mixtures. 
* Cellulose pulp included in “‘other mixtures.’ 
3 Gross production; includes products used in redistillation. 


Source: Bureau of Internal Revenue. 
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Rubber—Supply and consumption of natural, synthetic, and reclaimed 
{Long tons] 
a ~s ninisimntemeiinetinninenes . cay 
Product and year uae “Ry — Exports | peo 
Natural rubber and latex: | | 
1M41 pon ae eae ‘ j 1, 029, 007 775, 000 5, 376 533, 344 
1942. ... sioee a 7 653 376, 791 10, 856 422,714 
__ +3 ; 55, 329 317, 634 20,815 | 139, 504 
Lod - een , 834 144,118 9, 665 98, 650 
1945_.... . - . ’ 135, 672 105, 429 6, 743 | 118, 715 
146 100, 687 277, 597 4, 338 237, 467 
17 “~ . 688, 354 W2, 661 4, 101 129, 038 
GR-S (Butadiene-st yrene): 
v4 3 n.a. | 130 
1442 = . 222 1,050 
1943 Bs 20, 357 30, 975 
tae 1M, 662 116, 130 
1045 Th, 555 170, 571 
li on, 765 Sl, 483 
147 « 7, 951 | 40, 606 
GR-M (Neoprene 
M41 4,463 70 
142 ones — wi in 6, 833 1, 786 
1443 5 26, 205 | | 6,415 
14 46, 245 11, 739 
1M45 42,504 9, 703 
10445 * 10, 470 
147 7 5, 237 
GR-I (butyl 
141 n.a n. a. | 3 
Iu42 22 0) 4 
1043 w4 |} 1,033 
lott 0, 763 630 | 9,892 
1945 43,012 yRO | 18, 378 
1h 70, 228 195 | 19,475 
1947 8,838 5 62 | 13, 184 
GR-A (butadiene-acrylonitrile | 
19418 1, 688 n. a. | 869 
142 8, 217 160 1,772 
144 2, 405 709 14 
lut4 14,112 757 5, 166 
145 d 8,029 we | 4, 802 
1446 . 5, 738 ), URS 1,020 3, 532 
1947 oa 6, 618 4, 536 | 755 3, 339 
Total synthetics 
1941 3 8,383 259 572 | 1, 702 
1942 22, 434 17, 651 1,419 | 4,612 
1943 231, 722 170, 891 23, 875 | 41, 568 
1944 773, 673 Wi, B70 111,371 142, 927 
1945 $30, 780 695, 580 83,778 203, 454 
1946 . 747, 735 TAL, 699 72, 920 | 114, O68 
1047 WO, TOS 559, 666 11, 385 62.506 
Reclaimed rubber 
1941 274, 22 251, 231 13, 851 41,750 
1042 . 286, OO7 24, 820 30, 405 | 2, 532 
1048 04, O58 291, O82 15, 678 46, 201 
1944 20, 61 251, OSS 11,800 | 
1M 243, 300 241,056 | 13, 413 | 
146 295, 612 275, 410 14, 461 
147 291, 395 288, 395 14, 556 
Grand totals 
M41 1,311, 592 1, 082, 490 19, 709 S76, 7H 
142 SOL, 004 M49, We 42, OSD {OG SSS 
o 1943 501, 109 779, 607 60), S68 227, 3 
1044 1, 142, 138 1, SH 132, 8356 280, 4090 
1445 1, AW, 7H 1, 0480, 045 1, O44 350, 324 
1446 1, 444,004 1, 14, 706 01,719 86), Ce) 
1M47 1, 489, 544 1, 410, 722 +0, O42 227, 347 
1 New supply data are estimated dry weights; shrinkage not la factor during 1941 and 1942 and therefore 
not rer toupntil 14 
24 M41 to June 147, total calculated stocks in United States; July-December 1947, reported stock 
8 Est 
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Butadiene and styrene 
[Production and sales quantity in short tons, value in dollars, unit value in dollars per pound] 


BUTADIENE! 














| Sales 
Year Production |————————_>————————| Unit value 
} Quantity | Value 
1938... .. we 0.8 | 1, 656 1.09 
3.7 | 2, 621 . 35 
1940__.. 184. 6 98, 363 . 36 
1941 2, 947.6 | 1, 113, 157 . 21 
1942 12, 067.2 | 4, 622, 246 | 19 
1043 182, 150. 4 | . 41, 001 | . 36 
14 606, 379. 5 | 367. 000 | a4 
1945 i 3. 709. 5 620, 955.0 266, 706, 000 | 21 
146 537, 020. 0 541, 674.0 111, 872, 000 10 
1947 n. a. | n. a. | n. a. n. a. 
STYRENE 
| 

1938 | 101.8 5 53, 192 0.49 
1939 | 417.2 | 5 214, 092 | 42 
1940 } 1, 204.7 | 260, 663 | 2. 
141 2, 279.6 | 505, 675 | . 26 
1942 ‘ 4, 837.4 | | 2, 241, 054 | 23 
143 48, 827.4 | | 16,064,354 17 
14 174, 683. 5 41, 343, 000 | 12 
1945 181, OSO.0 27, 465, 000 07 
1946 2 2002, 827. 5 204, 208. 5 | 30, 135, 000 07 
1947 . 155, O78. 7 n. &. | n. a. | n.a 


! Butadiene figures represent combined alcohol and petroleum production. 
n. a. = Not available 


Source: U. S. Tariff Commission. 
Plastics materials— produc tion, sales, and value accordi ng to classes, 1948 
[Quantity in thousands of pounds, value in thousands of dollars. Based on net resin content Source 


S. Tariff Commission] 








Sales? 
Production |;—— —— -- 
Quantity Value 
Grand total peapeneus : 994, 277 934, 211 3.5, 285 
Rosin esters, total 101, O41 12,3 16. U78 
Rosin esters, modified 34, 372 35 7.141 
Rosin esters, unmodified, total 66, 560 66. ABS 9.897 
Rosin (abietic acid )-glycerol 41, 207 46, 344 6, 802 
All other unmodified rosin esters 25, 272 20, 200 | 2 O45 
) Tar acid resins, except rosin ester modified, total Is, 714 181, 772 54 704 
Unmodified, total 182, 831 177, S76 AS, 004 
Phenolic resins except mixed phenolics, total 120, 812 128, 303 40, 406 
Phenol-formaldehyde, total 114, 758 113. 103 35, QOS 
For molding and casting 61, 182 60, 403 2? 457 
For laminating 15, 360 15, 177 3, 629 
For protective coating 1 406 $356 1. 403 
For adhesives 10, 843 19, 556 4, 521 
For ion exchange, and for treatment of textile 
paper, and leather 1, (42 1, 42 7H) 
For miscellaneous uses 12, 325 11, a89 3. 132 
All other unmodified phenolic resins except mixed 
phenolic Ss, total 15, O04 15, 4, 40s 
For protective coatings 74 6, 673 9 29] 
For other uses &, 480 & 527 2 9 
Mixed phenolic resins, total 43, 019 $9, 573 13, 198 
For protective coatings 12. O51 19. 02 <38 
For adhesives and laminating 4, 232 
For other uses 30), 836 30, 548 11,300 
Modified, total 3, 883 su) l ” 
For protective coatings 709 727 1) 
For adhesives and laminating 5S 539 134 
For other uses 2,619 » 630 


See footnotes at end of table, p. 450. 
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Plastics materials—production, sales, and value according to classes, 1946— Con. 


[Quantity in thousands of pounds, veep, m, heusends of dollars. Based on net resin content.! Source: 





























Tariff Commission] 
Sales 2 
Production 
Quantity Value 
Alkyd resins, oil and solid types. ...................-- sodmnd 241, 300 202, 206 53, 524 
Modified by rosin esters, total CA Rive iaaiveetall 67,415 66, 733 14,810 
Phthalic type, for protective coatings, ~~ (oe 20, 547 18, 971 5, 604 
Phthalic anhydride-glycerol-rosin ester. . - 10, 962 10, 230 2, 872 
Phthalic anhydride-glycerol-phenol- -formalde- 
hyde-rosin ester 7, 302 6, 992 2, 343 
Phthalic anhy dride-maleic anhydride ~glyce rol- 
RE RS SE 171 5O 16 
All mad rosin ester modified _e alkyd 
resins bes oo ! é —— ee eee 
For protective coatings — on oil 2,112 1, 699 463 
Polybasie acid type except phthalic. o<i 46, 868 7, 762 9, 116 
Maleic anhyt ride polyesters-rosin ester, ‘total 44, 396 45, 200 | 8, 568 
Maleic anhydride polyesters-rosin ester, for | 
protective coatings...................--... 9, 459 7,190 | 1, 817 
Maleic anhydride-gliycerol- -rosin ester i 7, 873 &, 46 1, 528 
Maleic anhydride pol yesters-rosin ester (other 
than glycerol) E 27, 054 29, 473 5, 223 
Fumaric acid polyesters-rosin ester, total 1, 562 1, 623 335 
Fumaric acid polyesters-rosin ester: For pro- ro: | 
tective coatings 3 306 329 7 
Fumaric acid polyesters rosin ester 1, 256 1, 204 24s 
All other rosin modified alkyd resins except | 
phthalic = BO Ea : jebeael 910 930 213 
Unmodified by rosin esters, total.__......__- Saou 173, 975 135, 563 38,714 
Phthalic type. total. .................. 167, 368 129, 268 36, 267 
For protective coatings, total : 164, 378 126, 336 35, 304 
Phthalic anhydride-glycerol | 111, 306 82, 975 23, 373 
Phthalie anhydride-pent aerythritol- 18, 271 9, 529 2, 561 
Phthalic anhydride-glycerol-pentaery thritol | 2,178 2,009 HN 
Phthalic anhydride-glycol-pentaerythritol 1,314 1, 263 7 
Phthalic anhydride-maleic anhydride-glyc- | 
rT RRR i” ra OCT 23, 312 22, 740 6, 208 
Phthalic anhydride-maleic anhydderi poly- 
esters, other. 4, 064 4, 202 1, 222 
Phthalic anhydride- gly cerol- -phenol- -formal- 
ee RS SES 283 (*) | (*) 
All other phthalic type alkyd resins, unmodi- 
fied by rosin esters: For protective coatings | 3, 650 3. 618 | 1, 078 
For other uses | 2 990 2 932 | R5% 
Polybasic acid type except phthalic type, total | 6. 607 | 6, 205 | 2, 447 
Maleic anhydride polyesters, total | 2, 210 1, 826 64 
For protective coatings } 520 351 | 108 
For other uses 1, 690 | 1,475 | 586 
All other polybasic acid type except phthalic __.__| 4, 397 4, 469 | » 753 
Urea and melamine resins, total | 1, 444 | 90. 461 27, O04 
For treatment of emneenane paper, and leather 13, 897 | 14, 159 | 3,414 
For adhesives ; 37. 476 | 38, 872 6, 733 
For other uses ‘ rete & : 40, O71 | 37, 430 16, 857 
Vinyl! resins, total lei ; : | 55, 609 147, 713 57, 730 
‘or molding and casting... ._. seu . 7, 520 | 48, 920 17, 019 
For laminating and adhesives_. | 16, 868 | 14, 901 6, 982 
For glazing sheeting, and film_. 32, 385 | 31, 511 13, 01 
For treatment of textiles, paper, and leather i 25. 117 | 21, 169 7, W2 
For other uses me es AN SacI 31,719 | 31, 212 12, 831 
Styrene resins: | 
Polystyrene-maleic anhydride condensation resins 113 (5) (5) 
Polystyrene-pentaerythritol and other styrene condensa- 
tion resins ; ; alien (5) (5) | (5) 
Polystyrene polymerization resins... _- : , 73. 054 | 68, 216 18, 785 
All other resins, total Racy ae ‘died 144, 012 141, 432 106, BHO) 
For protective coatings. —._._-- : ia hentia tiene 13, 067 11, 793 2, 257 
For molding and casting_--__. pembnwaig 18, 561 7, 880 13, 4% 
For treatment of textiles, paper, and leather... pdieaines 2, 448 2, 383 2, 1 
PD Wis 6 ndtichanctwoen Rae 109, 936 109, 376 | 88, 5s 


' 





—— 

! Net resin content excludes all filler rs, unreacted modifiers (such as ester gum when not chemically com- 
bined), dyes, and plasticizers. Additives such as rosin (80 percent or more abietic acid) chemically com- 
bined with other resin-forming components are included. 

2 Sales of resins for protective coatings include certain transfers as well as usual interplant transfers: trans- 
fers from one establishment or department of company synthesizing resins for surface coatings to establish- 
ment or department of same company which uses them in formulation of protective coatings. 

3 Included with mixed phenolic resins for other uses. 

4 Included in all other phthalic type alkyd resins, unmodified by rosin esters, for protective coatings. 

§ Included in all other resins. 
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Plastics materials according to use, 1946 


(Quantity, thousands of pounds. Value, thousands of dollars. Net resin content basis] 





| Sales 

Produtioa eee? 

| Quantity | Value 
Total. _.- ie pounds ; waned’ 994, 27 | 034, 211 | 335, 285 
For protective coatings -__-- sax bpd 379, 834 | 326, 268 | 84, 226 
For molding and casting 245, 033 237, 790 | &S, 093 
For laminating. ‘ ~ 36, 763 35, 479 10), 238 
For adhesives witetnsnpneen abil | 78,012 | 78, O74 | 18, 052 
For treatment of textiles, paper, and le: ither__- | 46, 321 42, 016 14, 519 
For ion exchange __- > ; 2 ‘ade 1, 261 | 1, 225 631 
For miscellaneous uses ! ; 207, 053 203, 359 118, 626 


! Includes plastics materials for glazing, sheeting, and film. 


Mr. Cooper. Mr. Reed of New York will inquire. 

Mr. Rerep. Mr. Moody, does your organization represent most of 
the larger producers of synthetic organic chemicals in the United 
States? 

Mr. Moony. Yes; it does. 

Mr. Reep. And you represent about 83 manufacturers of these 
chemicals, and the manufacture of these chemicals is a very important 
part of the chemical industry; is it not? 

Mr. Moopy. It is, and of course in the manufacture, which is 
extremely complicated, we use a very large quantity of other inorganic 
materials, chlorine, hydrochloric acid, and so on. 

Mr. Reep. Before World War I the United States relied on imports 
of organic chemicals for most of its needs? 

Mr. Moony. Yes; between 90 and 95 percent. 

Mr. Reep. And this policy greatly impeded our war effort during 
World War I. We had some experience with the dye business as well 
as chemicals? 

Mr. Moony. Yes. 

Mr. Reep. During the First World War Germany attempted to 
come in with a full-loaded submarine—— 

Mr. Moony. I think there were some two submarines loaded with 
dyes. 

Mr. Reep. Yes. And is it not a fact that Congress recognized the 
vital necessity of building up and maintaining a chemical industry 
after World War I and established the American selling price as a 
basis of determining the duty on coal-tar products? 

Mr. Moony. Yes; under the Tariff Act of 1992 

Mr. Reev. We understand that the organic chemical industry 
was able to meet all military and essential demands during World 
War II for dyes, explosives, plastics, textiles, and other products. 

Mr. Moopy. Yes. 

Mr. Reep. In your opinion, would this have been possible if the 
industry had not been getting the protection afforded by the tariff? 

Mr. Moopy. I am sure that it would not. 

Mr. Reep. Even under existing tariffs, is it not probable that 
foreign countries may be able to compete successfully in the United 
States by exporting chemical products under some form of government 
subsidization or because of low foreign production costs? 
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Mr. Moopy. A vear ago we were concerned because of the effect 
that the devaluations might have had on our industry. Our associa- 
tion, therefore, employed some independent consultants, Robert 
Heller & Associates, of Cleveland. At our expense they sent a man 
to Europe, who spent 4 months obtaining data, and he made a very 
exhaustive and complete study. That information was given to the 
Committee for Reciprocity Information. I have a copy of the report 
here, but it is an involved report. It does show the effect that lower 
costs have on a representative line of products. 

Now, the cheaper products probably could not be imported, but 
this is a complex industry. There are literally thousands of products 
of commercial importance, and many of the more complicated and 
important chemicals, therefore, can be imported under present con- 
ditions and will unquestionably be imported in much larger amounts if 
the duties are again reduced, or are reduced on the intermediates at 
Torquay. We do not know if that is the fact yet. 

Mr. Reep. Is it not true that other countries protect their chemical 
industries not only by tariff but by trade deterrents such as license 
control of imports, imposition of quotas, and state trading? 

Mr. Moopy. Yes. Great Britain will not permit the importation 
of any of these products in the dyestuffs classification without a 
license, and that license is not issued if the product is made in sufficient 
quantitites for the home market. The same is pretty generally true 
in France, and they are, of course, the two larger manufacturing 
countries. 

Mr. Reep. Then the so-called trade barriers that they were going 
to remove by these series of extensions of the trade agreements have 
not been removed; have they? 

Mr. Moopy. Not to date. 

Mr. Reep. There are more of those trade barriers today than 
there have been heretofore? 

Mr. Moopy. Yes. 

Mr. Reep. Is it not true that under the tariff protection which per- 
mitted this country to build up this great and essential industry the 
duties were based on the American selling price of the like domestic 
product? 

Mr. Moony. Yes. 

Mr. Reep. It is not also true under the trade agreements this coun- 
try will be forced to give up the American selling price as the basis for 
assessing duties on synthetic organic chemicals? 

Mr. Moopy. Well, we hope it will not. It is threatened under the 
Geneva agreements on tariffs and trade, and it was also again specified 
in the [TO which, I understand, will not be asked for adoption. 

Mr. Reep. Did you not go before the State Department and ask for 
relief? They dismissed the application but gave no reason why they 
dismissed it; is that right? 

Mr. Moopy. As we understand it, the Tariff Commission did not 
give any reason for dismissing it. 

Mr. Reep. They gave no reason for their action at all. 

Mr. Moopy. That is correct. 

Mr. Reep. That is rather disconcerting when you know that you 
are being injured. It is disconcerting when the Commission looks 
into it and still does net give you any answer as to what the difficulty 


was. 
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Mr. Moopy. I think that you could draw this parallel: If you 
were put in jail and they did not tell you why, you would be a little 
dismayed. 

Mr. Reep. Yes. 

Just for the sake of keeping the record straight, I am going to ask 
to have inserted in the record some of these applications that have been 
denied and dismissed. 1 challenge anyone to give me a single reason 
for the dismissal. 

Is there any objection? 

Mr. Coorer. Without objection, it may be inserted in the record. 

(The information referred to is as follows:) 


Unirep Srares Tarirr ComMMISSION 
WASHINGTON 
AppLicaTION DENIED AND DISMISSED 
Notice No. D-1 (E)—August 27, 1948 
PUBLIC NOTICE 


Application of G. B. Raffetio, Inc., of New York, N. Y. for investigation of marrons, 
candied, crystallized, or glacé, or prepared or preserved in any manner under 
provisions of part 1, Executive Order 9832 (concerning escape clause in trade 
agreements) has been denied and dismissed 


The Tariff Commission has dismissed the application filéd by G. B. Raffetto, 
Inc., for an investigation under Executive Order 9832 with respect to preserved 
marrons. The application was concerned with candied marrons and marrons in 
sirup and requested relief from an alleged threat of injury due to increased imports 
resulting from trade-agreement concessions. Under paragraph 756 of the Tariff 
Act of 1930, the import duty on preserved marrons was 25 cents a pound. The 
rate was reduced to 12'¢ cents a pound pursuant to the trade agreement with 
France which took effect in 1936. The rate was further reduced to 8 cents a pound 
pursuant to the General Agreement on Tariffs and Trade effective January 1, 1948. 

Consideration of the facts regarding the prewar and recent imports of candied 
marrons and marrons in sirup, the trend of imports in recent months, the level 
and the trend of domestic production, and other competitive factors with respect 
to domestic and imported marrons, indicates that the possibility of injury to 
domestie producers is not such as to warrant the Commission in undertaking a 
formal investigation under Executive Order 9832 at this time. 

The dismissal of the present application does not impair the right of the appli- 
cant to apply subsequently for an investigation pursuant to Executive Order 9832. 

Sipney Morgan, Secretary. 





Unrrep States Tarirr ComMIssION 
WASHINGTON 
AppLicaTION DENIED AND DISMISSED 
Notice No, D—-2 (E)—January 3, 1949 
PUBLIC NOTICE 


Application of representatives of the domestic whisky distilling industry for investiga- 
tion of whisky under the escape clause of the Geneva trade agreement has been denied 
and dismissed 


The Tariff Commission after careful consideration of all the available informa- 
tion, including the most recent data on imports and domestic production, has 
concluded that the increase in imports in 1948 when compared with the domestic 
production has not, under the conditions existing in this industry, has been such 
as to warrant an investigation of whisky under the escape clause of the Geneva 
agreement at the present time. The application, therefore, has been denied and 
dismissed, 
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The dismissal of the present application docs not impair the right of the appli- 
cants to apply subsequently for an investigation on the basis of different cireum- 


stances. 
Sipney Morcan, Secretary. 





Untrep States Tarirr COMMISSION 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-5 (E)—July 8, 1949 

PUBLIC NOTICE 


Dismissal of application under the escape clause of trade agreements, with respect to 
kntutted berets wholly of wool, valued at more than $2 per pound 


The Tariff Commission divided by a vote of 3 to 3 on motion to order an 
investigation under the escape clause of trade agreements with respect to knitted 
berets wholly of wool, valued at more than $2 per pound. Accordingly, an invest- 
gation was not ordered and the application was dismissed. 

Sipney Morcan, Secretary. 





Unrrep Srates Tarirr ComMMIssion 
WASHINGTON 
ApPLIcATION Dentep AND DISMISSED 
List No. D-3 (E)— May 3, 1949 
PUBLIC NOTICE 


Dismissal of application under the escape clause of trade agreements, with respect to 
petroleum and petroleum produels 


The Tariff Commission, Commissioners Brossard and Gregg dissenting, has 
dismissed the application of the Independent Petroleum Association of America 
for an investigation under the escape clause of trade agreements, with respect to 
petroleum and petroleum products. 

Because of a scarcity of petroleum products in eastern seaboard areas of the 
United States in the winter of 1947-48, the oil industry made strong efforts to 
insure adequate supplies for the past winter (1948-49). Both production and 
imports were increased, while exports (which were subject to Government con- 
trols) were decreased. Owing, however, to the mildness of the weather during 
the past winter, supplies (especially of fuel oil) proved more than adequate, and 
inventories both of crude petroleum and of refined petroleum products increased. 
The present situation with respect to inventories, which has resulted in some 
current scaling down of both production and imports, thus appears to have been 
due almost wholly to factors other than past changes in the duty. The Commis- 
sion will continue to observe closely further developments in the industry, and its 
action in dismissing the present application for an investigation does not prejudice 
in any way future consideration of the question of petroleum imports as related to 
the escape clause. 


Sipney Moraan, Secretary. 
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Unrrep Srares Tartrr ComMissron 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-4 (E)— May 11, 1949 
PUBLIC NOTICE 


Dismissal of application under the escape clause of trade agreements, with respect 
to hops 


The Tariff Commission, Commissioners Brossard and Gregy dissenting, has 
dismissed the application of the United States Hop Growers’ Association for an 
investigation ine the escape clause of trade agreements, with respect to hops 
valued at 50 cents or more per pound. The facts set forth in the application, 
together with other available information, are, in the opinion of the Commission, 
insufficient to Warrant an investigation. The dismissal of this application does 
not, of course, preclude consideration by the Commission of any subsequent 
application, should changed conditions warrant. 

Sipney Morean, Secretary. 





Unrrep Sratres Tarirr Commission 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-9 (E)—February 17, 1950 
PUBLIC NOTICE 


The Tariff Commission has denied and dismissed the application heretofore 
filed with it for an investigation under the escape clause procedure, tu determine 
whether as a result of unforseen developments and of the concession granted in a 
trade agreement the articles listed below are being imported in such relatively 
increased quantities and under such conditions as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive articles. 


; Name and address of 
; of ¢ > | > se oO m st 
Name of article | Purpose of reque applicant 
-_ —_—— = ~ - _—— - | —_—— _ } — — - 
Reeds wrought or manufactured from rattan or reeds, | Increase in duty | American Rattan and 
whether round, flat, split, oval, or in whatever form, | Reed Manufacturing 
cane wrought or manufactured from rattan, cane | Co., Brooklyn 22, 
webbing, and split or partially manufactured rattan, | N.Y 
not specially provided for (item 409, schedule XX, 
General Agreement on Tariffs and Trade). | 


By direction of the Commission: 
Sipney Morean, Secretary. 





Unirep States TariFr CoMMISSION 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-8 (EF) January 13, 1950 
PUBLIC NOTICE 


Dismissal of application under the escape clause of trade agreements, with respect to 
narcissus bulbs 


The Tariff Commission has dismissed the application of the Northwest Bulb 
Growers Association for an investigation under the escape clause of the Geneva 
trade agreement with respect to narcissus bulbs. There is no indication that the 
reduction in duty on narcissus bulbs had been followed by any absolute increase 
in imports or any significant increase in the ratio of imports to domestic pro- 
duction. 


SipneY Morcan, Secretary. 
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Unirep Srates Tartrr Commission 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-6 (E)—July 22, 1949 
PUBLIC NOTICE 


Dismissal of application under the escape clause of trade agreements, with respect to 
sponges, not specially provided for (except hardhead or reef) 


The Tariff Commission divided by a vote of 3 to 3 on motion to order an 
investigation under the escape clause of trade agreements with respect to “Sponges, 
not specially provided for (except hardhead or reef).”’ Accordingly an investi- 
gation was not ordered and the application was dismissed. 





Unirep Srates Tarirr ComMMIssion 


WASHINGTON 





APPLICATION DeNrED AND DisMissep 
List No. D-7(E)—January 13, 1950 
PUBLIC NOTICE 
Dismissal of application under the escape clause of trade agreements, with respect to 
wool knitted berets 


The Tariff Commission has dismissed the application of the American Basque 
Berets, Inc., for an investigation under the escape clause of trade agreements 
with respect to knitted berets, wholly of wool valued at more than $2 per pound. 

Srpney Moraan, Secretary. 


Unitep States Tartrr ComMIsston 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D-11 (E)—September 21, 1950 
PUBLIC NOTICE 


The Tariff Commission has denied and dismissed the application heretofore 
filed with it for an investigation under the escape clause procedure, to determine 
whether as a result of unforeseen developments and of the concession granted in 
a trade agreement the articles listed below are being imported in such relatively 
increased quantities and under such conditions as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive articles. 





2 phat ar aes | 
: - | Name and address of 
. ; ‘le | > se of reques A 
Name of article Purpose of request applicant 


Woven fabrics in the piece, wholly of silk, bleached, | Increase in duty | Textile section of the 
printed, dyed, or colored, and valued at more than manufacturers divi- 
$5.50 per pound (item 1205, schedule XX, General sion of the Greater 
Agreement on Tariffs and Trade). | Paterson Chamber 

of Commerce, Pate 
son, N.J., and others 


By direction of the Commission: 


Donn N. Bent, Acting Secretary. 
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List No. D-10 (1°)—June 30, 1950 
PUBLIC NOTICE 
Dismissal of application, under the escape clause of trade agreements, with respect 
to heef and veal 


The Tariff Commission divided equally on a motion to order an investigation 
under the escape clause of trade agreements with respect to ‘“‘beef and veal, fresh, 
chilled, or frozen.”’ Accordingly an investigation was not ordered and the 
application was dismissed. 





Unirep States TarirF CoMMISSION 
WASHINGTON 

APPLICATION DENIED AND DISMISSED 

List No. D-12 (E)—November 21, 1950 
PUBLIC NOTICE 


Applications of Reynolds Metals Co. and Kaiser Aluminum & Chemical Corp. for 
investigation of crude and semimanufactured aluminum under provisions of Part 
III, Executive Order 10082 (concerning escape clause of trade agreements) has 
been denied and dismissed 


On March 24, 1950, the Reynolds Metals Co. filed with the Tariff Commission 
an application for an investigation under Executive Order 10082, with a view to 
invoking the escape clause of the General Agreement on Tariffs and Trade with 
respect to erude and semimanufactured aluminum, On April 7, 1950, the Kaiser 
Aluminum & Chemical Corp filed a similar application and on April 20, 1950, the 
International Council of Aluminum Workers Union, American Federation of 
Labor, filed a statement in support of the application of the Reynolds Metals Co. 
On June 15, 1950, the Aluminum Import Corp. filed a statement in opposition to 
the application of the Reynolds Metals Co. and the Kaiser Aluminum & Chemical 
Corp. to which the Reynolds Metals Co. made rejoinder in a supplemental state- 
ment filed August 15, 1950. On September 5, 1950, the Eastern Metal Products 
Co. filed a statement in opposition to the applications. 

Meanwhile conditions in the aluminum market were rapidly changing. Since 
June 1950, the expanding national defense program has increased greatly the 
already large demand for aluminum. The increase in demand has in faet been so 
great as to create a severe shortage in the supply of aluminum, a shortage which 
is likely to persist for an indefinite period. So long as these conditions continue, 
there will be need for all the aluminum which can be obtained from any source, 
and imports from Canada will not be injurious to any segment of the domestie 
aluminum industry. 

In view of the situation outlined above, the Commission today dismissed the 
applications for investigation under the escape clause with respect to crude and 
semimanufactured aluminum, without passing judgment upon the merits of the 
applications under the conditions which prevailed at the time the applications 
were filed. The interested parties will, of course, be free to submit new applica- 
tions whenever it seems to them that changed conditions warrant it. 

Donn N. Bent, Secretary. 
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Unrrep Srares Tarire COMMISSION 
WASHINGTON 
APPLICATION DENIED AND DISMISSED 
List No. D- 12 (F)—November 21, 1950 
PUBLIC NOTICE 


Applications of Reynolds Metals Co. and Kaiser Aluminum & Chemical Corp. 
for investigation of crude and semimanufactured aluminum under provisions of 
part III, Executive Order 10082 (concerning escape clause of trade agreements) 
has been denied and dismissed 


On March 24, 1950, the Reynolds Metals Co. filed with the Tariff Commission 
an application for an investigation under Executive Order 10082, with a view to 
invoking the escape clause of the General Agreement on Tariffs and Trade with 
respect to crude and semimanufactured aluminum. On April 7, 1950, the Kaiser 
Aluminum & Chemical Corp. filed a similar application and on April 20, 1950, 
the International Council of Aluminum Workers Union, American Podscation of 
Labor, filed a statement in support of the application of the Reynolds Metals Co. 
On June 15, 1950, the Aluminum Import Corp. filed a statement in opposition 
to the application of the Reynolds Metals Co. and the Kaiser Aluminum &«& 
Chemical Corp. to which the Reynolds Metals Co. made rejoinder in a supple- 
mental statement filed August 15, 1950. On September 5, 1950, the Eastern 
Metal Products Co. filed a statement in opposition to the applications. 

Meanwhile conditions in the aluminum market were rapidly changing. Since 
June 1950, the expanding natioral defense program has increased greatly the 
already large demand for aluminum. The increase in demand has in fact been 
so great as to create a severe shortage in the supply of aluminum, a shortage 
which is likely to persist for an indefinite period. So long as these conditions 
continue, there will be need for all the aluminum which can be obtained from 
any source, and imports from Canada will not be injurious to any segment of 
the domestic aluminum industry. 

In view of the situation outlined above, the Commission today dismissed the 


applications for investigation under the escape clause with respect to crude and 
semimanufactured aluminum, without passing judgment upon the merits of the 
applications under the conditions which prevailed at the time the applications 
were filed. The interested parties will, of course, be free to submit new applica- 
tions whenever it seems to them that changed conditions warrant it. 

Donn N. Bent, Secretary. 


Unrrep States TARIFF ComMMISSION 
WASHINGTON 
PUBLIC NOTICE 
Investigation ordered and hearing set for February 6, 1951 
Hartrers’ Furs 
Investigation No. 3 under part IIT of Executive Order 10082 of October 5, 1949 


The United States Tariff Commission on this 5th day of January 1951, under 
the authority of paragraph 13 of part [Ll of Executive Order 10082 of October 5, 
1949, and pursuant to the Commission's rules of practice and procedure, hereby 
announces an investigation, including a public hearing, for the purpose of deter- 
mining whether as a result of unforeseen developments and of the concession 
granted by the United States in the General Agreement on Tariffs and Trade 
signed October 30, 1947, the following articles described in paragraph 1520 of 
title | of the Tariff Act of 1930: ‘Hatters’ furs, or furs not on the skin, prepared 
for hatters’ use, including fur skins carroted,”’ are being imported in such inereased 
quantities and under such conditions as to cause or threaten serious injury to the 
domestic industry producing like or similar articles. 

Hearing.—All partics interested will be given opportunity to be present, to 
produce evidence, and to be heard at a publi¢ hearing to be held in the Tariff 
Commission Building, Seventh and E Streets NW., Washington, D. C., at 10 
a.m. on the 6th day of February 1951. 
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Request to appear.—Parties desiring to appear at the public hearing should notify 
the Secretary of the Commission in writing at its offices in Washington, D. C., 
in advance of the hearing. 

Rules.—Copies of the Commission’s Rules of Practice and Procedure, which 
set forth in section 207.6 the type of information pertinent to the hearing, are 
—_ upon request from the United States Tariff Commission, Washington, 

I certify that this investigation was ordered by the Tariff Commission on the 
5th day of January 1951. 

Donn N. Bent, Secretary. 

Mr. Stimpson. Regarding the exports that vour industry has been 
making in recent years, was that material used abroad largely for 
rehabilitation and rearmament, and so forth? 

Mr. Moopy. Weil, 1 am quite sure the exports to Europe were 

purely to help them regain their feet while they were rebuilding 
fine tories. 

Mr. Simpson. And, having regained their feet, you do not antici- 
pate that they will continue to need the imports from our country? 

Mr. Moopy. That ts correct. 

Mr. Simpson. Where did the money come from with which they 
rebuilt their plants, and so forth? 

Mr. Moopy. I can only infer that some came from the ECA fund. 

Mr. Simpson. Would you have any doubt about it? 

Mr. Moopy. I have seen ECA reports in which they explained the 
plan for rebuilding. 

Mr. Simpson. It is, of course, one of the duties of American busi- 
ness of any kind to look ahead; not simply to operate its business on 
a day-to-day basis. That is what you are doing now—is it not?—in 
coming before a committee of Congress—-you are not complaining at 
the moment that you cannot sell your produce; but, based gan pe 
has taken place in recent months, you are looking ahead a year or 
two and are now coming in to tell us what your opinion is as to ' Ww what 
will happen unless there is some change made in our tariff procedure; 
is that correct? 

Mr. Moopy. That is correct. You see, for the first time in any 
of the trade-agreement negotiations since 1934, the products included 
in paragraph 27 are largely these intermediates of which I speak and 
are now being discussed at Torquay, and they can be cut up to 
50 percent. 

Mr. Simpson. I think that you are doing a very great service to 
the country by coming before us now rather than waiting until you 
are on the broad of your back by reason of the effect of ‘the impact 
of these tariff cuts which may possibly come in the present negotaitions 
in conjunction with the present tariff procedures. 

Of course, that is one of the great weaknesses of the escape clause. 
It gives no form of relief, as I view it, to the situation in which you 
at the moment find yourselves; is that not correct? 

Mr. Moony. Yes. We are concerned. On the basis of what has 
happened in the past, should our industry be affected as a result 
of any cuts at Torquay, we do not feel that we would have much of a 
chance for relief. We do not know that, but we are just going by 
the record. We hoped to point out that that can be reworded and 
made a very useful instrument. 

Mr. Simpson. If the “give-away” boys in the State Department see 
& prosperous industry here and a chance to trade away some or our 
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present business opportunities, and do so at Torquay, it is fair to 
conclude, if your basis is right, that you will be in a more or less pre- 
carious position, but you still cannot do anything until you actually 
do have the loss, until the industry is on the broad of its back, more 
or less; in which case you can come before this committee and seek 
relief under the escape clause? 

Mr. Moopy. That is right. 

Mr. Simpson. In the meantime, because of the war threat and so 
on, our national defense will be lessened by that degree. Then when 
you come before that Commission you do not even have the certainty 
that they will give you a courteous reply and tell you why they think 
you are wrong. 

Mr. Moopy. On the record, we do not think they will. 

Mr. Simpson. They will answer the letter and say, ‘We will not 
investigate,”’ which is what they did in a substantial number of com- 
plaints that have already been made. That is not very helpful to 
any American businessman who exercises his right of petition in coming 
before the Congress, or any body created by the Congress; is it? 

Mr. Moopy. We do not think so, sir. 

Mr. Simpson. The suggestion you make regarding changes in the 
escape clause, you plan to apply them with respect to new trade 
agreements? 

Mr. Moopy. And a renewal of the old. 

Mr. Simpson. Yes; but, in the event there is no renewal of existing 
ones, the situation which now prevails would not be helped at all. 

Mr. Moopy. That is right. I would hope, though, that they would 
also apply to the old. 

Mr. Simpson. I understand they do not have an expiration date 
as such, and it requires some action on the part of one of the parties 
to the contract in order to terminate it. Consequently, our State De- 
partment boys would just let it ride along regardless of what we might 
write into the law of that nature. It would help us with respect to 
future agreements? 

Mr. Moopy. 1 would hope so. 

Mr. Simpson. I commend you for coming in before you actually 
are on the broad of your back. I hope the committee will take 
cognizance of the importance of your industry and that now there is 
a chance to help avoid a certain hardship in the future. 

That is all. 

Mr. Cooper. We thank you for your appearance and for the in- 
formation that you have given to the committee. 

We will now hear from Mr. L. B. McKinley, scientific-instrument 
sales manager of the Bausch & Lomb Optical Co. 


STATEMENT OF L. B. McKINLEY, SCIENTIFIC-INSTRUMENT 
SALES MANAGER OF THE BAUSCH & LOMB OPTICAL CO., 
ROCHESTER, N. Y. 


Mr. MeKiniey. This statement is submitted by Bausch & Lomb 
Optical Co., Rochester, N. Y., in opposition to H. R. 1612 to extend 
the so-called Trade Agreements Act for a further period of 3 years 
from June 1951. 

The stated purpose of the Trade Agreements Act as originally 
enacted in 1934, in the midst of the depression, was to expand foreign 
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markets for products of the United States (in order to restore the 
American standard of living, overcome unemployment, and increase 
the purchasing power of the American people) by regulating imports 
in accordance with the needs of American production so that foreign 
markets would be available to this country by affording a market here 
for foreign-made products. 

Surely it is apparent that any need that existed for such legislation 
when it was passed has long since disappeared and its extension as 
proposed may very likely result in serious, if not irreparable, damage 
to an important segment of American industry. 

The Bausch & Lomb Optical Co., which was organized in 1853, is 
the only fully integrated optical manufacturer in the United States, 
producing optical and ophthalmic glass as well as a complete line of 
scientific optical instruments and ophthalmic products, including 
spectacle lenses and frames. It seems to us self-evident that the 
elimination of any of these interrelated product lines would have a 
crippling effect on the industry as a whole. 

At the start of World War I in 1914, the United States was in a 
most critical position as regards optical glass. Prior to that time, 
there had never been any domestic production of such glass on a 
commercial basis, and the industry was entirely dependent on foreign 
sources of supply, which were cut off by the war. <A detailed account 
of the extreme efforts required to meet this emergency is contained 
in Ordnance Department Document No. 2037, published by the 
Government Printing Office in 1921, entitled “The Manufacture of 
Optical Glass and of Optical Systems, a Wartime Problem.’ Suffice 
it to say that, based on experimental work which we had conducted 
since 1912, and with substantial technical assistance furnished at 
the instance of the Council of National Defense through the Geophysi- 
cal Laboratory of the Carnegie Institute, we produced upward of 
425,000 pounds of six different types of usable opitcal glass in the 
years 1917-18, which was over 65 percent of the total United States 
production in that period. Within a few years after the close of that 
war, all domestic production of optical glass other than our own had 
been discontinued, and Bausch & Lomb remained the only commercial 
producer of such glass until shortly before the last war. This pro- 
duction, which was chiefly for our own manufacturing requirements, 
was small in volume, averaging about 65,000 pounds a year prior to 
1940, but it was nevertheless sufficient to keep a small working force 
intact from which to expand in the second emergency when military 
requirements reached astronomical proportions. During the last 
war, we produced nearly 6,000,000 pounds of optical glass, reaching 
at the peak of annual rate of 2,250,000 pounds. Before the close of 
the war, other sources of supply had also been created. 

The company’s production of all types of ophthalmic lenses is an 
integral part of its operations and, in addition to serving as a source 
of supply for the Armed Forces, furnishes a field from which trainees 
could be drawn in time of war to increase production of essential 
optical instruments. 

Today, Bausch & Lomb is the largest producer of scientific and 
military optical instruments in the United States and probably in 
the world. In the last war it was the largest supplier of such instru- 
ments to the Armed Forces, over 94 percent of its instrument pro- 
duction having been devoted to war-contract purposes. Our direct 
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and indirect Government instrument sales during the 5-year period 
from 1941 to 1945 totaled almost $117,000,000, as compared with 
average annual total instrument sales of $4,500,000 for the years 
1936, 1937, and 1938. These Government sales would have ‘been 
even higher had the company not assisted other concerns in the 
manufacture of binoculars for military needs in order to free its facili- 
ties for more complicated fire-control instruments. 

In spite of tre obvious importance of this industry from the military 
standpoint, it uevertheless was constantly bedeviled both before and 
after the last war by threats that the tariffs on which it is dependent 
for survival would be cut. This is not an industry which can with- 
stand foreign competition without considerable tariff protection. It 
is not a mass-production industry, since the nature of its products 
requires chiefly skilled manual operations. These operations do not 
vary greatly in the different countries, as the skilled hands of the 
foreign instrument maker are of the same efficiency as the American. 
Where machine operations are performed by skilled workmen, the 
foreign manufacturers are as well versed in securing efficiency as the 
Americans. There are substantially no methods in this mdustry 
whereby capital invested in plant and equipment can secure lower 
unit cost of production than can be had abroad. Competition, from 
the standpoint of the cost of production, is primarily a direct compar- 
ison of the earnings of the American workman with the foreign work- 
man. These earnings, however, comprise the major element of 
over-all production cost. Generally, the proportion of labor to total 
production cost is approximately 70 percent, and most of this work 
must be performed by highly skilled labor. 

In our factory the rates for such labor averages about $1.80 an 
hour as compared for example with about 12 cents in Japan and 37 
cents in Germany. Obviously, the few technological improvements 
which we can make will not compensate for this difference, but the 
tariff, while it cannot be a complete answer to the problem, certainly 
does serve in some degree as an equalizing factor. 

Typical of the problems which may arise when a tariff rate is cut 
is today’s situation in regard to binoculars, on which the rate was 
cut in the 1948 Geneva agreement from 60 percent to 30 percent ad 
valorem. In 1946 75 percent of the binoculars sold in this country, 
prices at $12 or over and having a magnification of 5X or over, were 
of Bausch & Lomb manufacture. In the same year Japanese sales 
here amounted to less than 1 percent. In 1949 it is reported that 
over 58,000 binoculars were imported from Japan with an aggregate 
sales value to United States dealers of about $1,490,000, or an average 
of $26 per unit. In the same year we sold 6,090 binoculars at an 
average price of $114.50, for a total of $697,000, our share of the 
market dropping to 23 percent. In 1950 our binocular sales dropped 
to 5,853, totaling $656,000, and Japanese imports rose to 69,000 for 
the fir t 11 months. 

These price differences are almost fully accounted for by the 
difference in domestic and foreign labor rates. For example, we 
have estimated that, could we adjust our direct labor rates to the 
Japanese level, using all other present actual cost elements, we could 
put our 7 x 35 binocular in the dealers’ hands at $23.50, as compared 
to the present Japanese price of $37.50 and our actual price of $108.50. 
The consumer price, including excise tax, of this Bausch & Lomb 
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glass, is $186. The Japanese glass has been variously quoted at $60 
to $68. Using Japanese labor rates, our price to the consumer could 
be $40 and leave us the same percentage of profit. 

While the 60-percent tariff rate would not have compensated for this 
difference, we believe that cutting the rate has given impetus to Japan- 
ese manufacture, to the great detriment of this American industry. 

Although the binocular situation is the worst one we face today, 
there is every indication that other instruments will be equally affected 
in the near future, certainly if their manufacture abroad is given 
further impetus by a reduction in tariff rates. Already it appears 
that the ratio of imported microscopes to our total microscope sales, 
both in units and dollars, will be greater in 1950 than it was in 1939. 
Since 1948 foreign imports of microscopes have increased over 300 
percent, while domestic exports have dropped about 50 percent in the 
same period. 

The same price differentials apply on these instruments as on 
binoculars. For instance, on one type of microscope where our price 
is $228, the Japanese price is $88. Early in the spring of 1950 the 
Armed Services Medical Procurement Agency purchased 162 Italian 
microscopes at $319 each as against our quotation of $409.50, which is 
our lowest dealer price on such instruments. This month that Agency 
entered an order for 50 more of such Italian instruments. Micro- 
scopes from Zeiss, Jena, in the Russian zone, are also being offered in 
this country at most attractive prices. 

It seems obvious from these examples, and there are many more, 
that if this industry is to continue in this country in a healthy con- 
dition it must have tariff protection. Actually in many instances it 
may need much more than such protection. Other countries have for 
a long time recognized the strategic importance of the domestic optical 
industry from a military standpoint and have given it almost complete 
protection. 

Great Britain, for instance, has recognized the industry's importance 
by the adoption of definite policies for its protection. Traditionally 
she has been a free-trade or low-tariff nation and was dependent on 
Germany for scientific instruments of all kinds due to inadequate 
protection from lower costs. The outbreak of World War I found 
her without facilities for the production of fire-control instruments 
and those essential for control of munitions production. She was 
compelled to requisition all available supplies from educational and 
private laboratories and in addition secure necessary instruments 
from neutral nations. 

This experience brought about the enactment of the safeguarding 
of Industries Act, which designates certain key industries. Included 
are scientific and optical instruments, each product indicated by 
name. The act requires that all requests for importation of key- 
industry items be submitted to the Board of Trade in order to secure 
permission for the entry of the designated item. This Board then 
canvasses the domestic manufacturers to ascertain if similar items 
are produced in Britain; if not, some domestic manufacturer is asked 
to manufacturer the same from submitted blueprints and specifica- 
tions. This act, it will be noted, is much more effective than any 
tariff rate; however, it is supplemented by tariff rates in the highest 
brackets, as follows: 33% percent on scientific instruments; 50 percent 
on optical glass and optical instruments. 





464 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Late reports indicate that the British instrument industry is quite 
large and expanding through the aid of its Government, by the follow- 
ing methods: 

1. Safeguarding of the Industries Act. 

2. The highest tariff rate. 

3. Preference tariffs with her dominions. 

4. Blocked sterling exchange. 

The same situation is true in Germany, where the industry has been 
state-supported since Bismarck’s time. In Italy the scientific instru- 
ment industry was created by Mussolini as a government trust, operat- 
ing under the title “Officine Galileo,”’ and the Russians, having taken 
over the Jena Zeiss plant are, from all reports, proceeding very 
rapidly to develop the industry. 

Until such time as some further type of protection is developed for 
the industry, such as quota system, or a system similar to that used 
in Great Britain, we must depend entirely upon tariff protection. The 
industry cannot be expected to have a normal development if the 
almost constant threat of having its tariff protection reduced is held 
over its head. It must be in the position of being able to retain its 
skilled help in normal times so that in the event of an emergency it 
can make the expansion necessary to meet military requirements. 

The present emergency is typical of what this industry may be 
called upon to do. In June of 1950 the Bausch & Lomb Optical 
Co.’s direct labor load in its instrument division had fallen 37 percent 
below the prewar level of 1939, largely because of foreign imports, and, 
as a result, the company had been forced to lay off large numbers of 
its highly skilled workers. Its total employment in its Rochester 
factory stood somewhat below 3,700 employees, With the war in 
Korea, however, the situation has changed abruptly. In recent 
months the company has been almost swamped with requests for 
material from all the defense departments, many of which are so out 
of proportion to the company’s size as to be almost ridiculous. In its 
glass plant, for instance, it took several years to reach the peak that 
was reached in the last war. Yet today we have been told that the 
immediate requirements for glass for Army ordnance purposes alone 
are well over 300 percent of our present capacity. We have been 
asked to manufacture several hundreds of tank range finders per month 
in connection with the Army’s tank program, but our facilities and 
lack of trained help make it impossible for us to produce more than 
50amonth. Again, in connection with the tank range finder program, 
we have been asked to train upward of 100 people from other contract- 
ing plants in instrument and optical assembly as we did during the 
last war. At that time we assisted many other companies, including 
Minneapolis-Honeywell, Westinghouse, Mergenthaler, Nash-Kel- 
vinator, Square D, General Electric, Universal Camera and others 
in the manufacture of optical instruments and parts. Today, how- 
ever, we find it possible to supply a very little of such assistance to 
others. Since September of last year we have hired over 1,400 new 
employees, many of whom need a great deal of training, and this 
problem alone has made us limit the number of outsiders whom we 
can train to 12. 

Not only does a cut-back such as foreign imports caused us to make 
in the year following the war greatly hinder any rapid expansion for 
an emergency, but it also makes it necessary for us to reduce our engi- 
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neering and research staff to a point where, for at least the immediate 
future, we may experience considerable difficulty in doing any addi- 
tional major development work for the military. 

In summary, therefore, Bausch & Lomb is very much opposed to 
any extension of the Trade Agreements Act. The present emergency 
amply demonstrates the necessity for a sound optical industry in nor- 
mal times. While the company will continue its current expansion so 
as to meet its present and future military commitments, it would have 
been able to do so much more rapidly had not major inroads into its 
business been made in the past 3 or 4 years. It may be necessary, 
after the present emergency, to devise further means of protection for 
this industry. In the meanwhile, however, a step in the right direc- 
tion will have been taken if the danger of tariff reduction is eliminated 
and such cuts as have been made are restored. This will at least serve 
notice that our Government is aware of the strategic importance of 
the domestic industry and deter foreign producers from attempting to 
capture the American market, even though this were possible under 
the existing tariff rates. 

Mr. Reep. Mr. McKinley, your company manufactures optical 
and ophthalmologic goods and scientific instruments? 

Mr. McKrinuey. That is right. 

Mr. Reep. | understand that the development of this industry 
in the United States began during World War I. 

Mr. McKrnuey. That is right, sir. 

Mr. Reep. Do you think that the industry could have withstood 
foreign competition after the war if the Tariff Acts of 1922 had not 
placed import duties on optical and scientific instruments? 

Mr. McKin ey. Absolutely not. 

Mr. Resp. So that tariff made your business? 

Mr. McKintey. That is right. 

Mr. Reep. What is the position of your company in relation to the 
optical and scientific instrument industry as a whole? 

Mr. McKiniey. We are probably the largest manufacturers of 
scientific optical instruments in the world. 

Mr. Reep. Are binoculars and microscopes, the so-called bread- 
and-butter items, manufactured by your company? 

Mr. McKiniey. They are, sir. 

Mr. Reep. What percent of the entire value of the output of 
your company is represented by these two items? 

Mr. MeKinuey. | cannot give that information for the entire com- 
pany because of the ophthalmic condition, but of the scientific indus- 
try, over 50 percent of the scientific industry division. 

Mr. Reep. Are you in a position to give the committee an estimate 
of the number and value of each of these two items sold by your 
company, or sold by the industry in the last vear or so? 

Mr. MeKrinuey. | have that information in my brief. I have given 
you the figure for the binoculars. We do not know the total number 
of microscopes made in this country. We have no means of finding 
that out. Confidentially we would be glad to give the committee the 
production figures for our company. 

Mr. Reep. Is it to be understood that the optical instrument com- 
pany has very high labor costs? 

Mr. MeKiniey. The labor costs amount to over 70 percent of the 
cost of the instrument. 





466 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


Mr. Reep. It involves a great deal of hand labor? 

Mr. McKintey. A great deal of hand labor. 

Mr. Reep. Highly skilled labor? 

Mr. MeKiniey. There is no way of having a mass-production 
method. We cannot run into the millions. 

Mr. Reep. You have to go to great expense to train that type 
of labor? 

Mr. MeKinuey. Yes. The average laborer in our plant is an 
experienced laborer and has been there, I should say, for 10 years. 

Mr. Reep. You use something on the nature of the apprentice 
system? 

Mr. McKinuey. Yes, we do, sir. We have our own training school. 

Mr. Reep. That, of course, is a plant cost? 

Mr. McKinuey. That is a plant cost. 

Mr. Rep. Do you have any idea of the difference in wage rates in 
the United States, comparing those with wage rates of Japan and 
Germany and France? 

Mr. MeKinuey. I do not have them for France. Japan is 12 cents 
an hour, the last time we got it from the Department of Commerce, and 
our rates were $1.80. That is about 15 to 1. 

Mr. Reep. Have imports of optical instruments in recent years had 
any appreciable effect upon your sales or employment? 

Mr. McKinuey. Very definitely, sir, as I read in my brief. I 
cannot remember the exact figures, but late last year and early this 
year our employment in our scientific instrument end was below the 
1939 level. I think the figure was 37 percent below the 1939 level. 
We attribute most of that to the importation of binoculars and 
microscopes. 

Mr. Reep. What generally happens to this skilled labor that you 
cannot utilize because of the impact of importation? 

Mr. McKinuey. Well, they go into other industries. <A_ skilled 
toolmaker can go into almost any industry today. A lens grinder has 
a difficult time. We have had cases where lens grinders have gone 
out, and because of the scariness of this business have changed their 
whole profession. 

Mr. Reep. It is known that in general foreign labor costs are con- 
siderably under those of domestic labor. Is that not true? 

Mr. MeKiniey. Absolutely. 

Mr. Rerv. Is your company able to compensate for this difference 
by technological improvements or by the introduction of mass produc- 
tion methods? 

Mr. McKinuey. It is pretty hard when you are making 6,000 units 
to get a mass-production method. Even up to the Japanese produc- 
tion of 58,000, it is getting close to the ragged edge, where mass 
production is of value. 

Mr. Reep. The technical character of vour business is such that 
it is practically impossible to use mass production, is it not? 

Mr. McKunuey. That is right. 

Mr. Reep. How do the sales by your company of prism binoculars 
in 1950 compare with those of, say, 1948? 

Mr. McKinuey. I think they are down 70 percent. In 1948 we 
had 75 percent of the American market, and it dropped to 23 percent 
of the American market in 1949. 

Mr. Reep. From when? 
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Mr. McKintey. From 1948 to 1949 it dropped from 75 percent 
down to 23 percent. 

Mr. Reep. What about microscopes for the same years? 

Mr. McKintey. Microscopes did not appear in larger numbers in 
1949. They started in later than binoculars. There was not the 
popular appeal on microscopes. We have felt more on that this year. 

feok forgotten the exact figure, but about twice what was brought 
in in 1949. 

Mr. Reep. The line of microscopes that you make varies con- 
siderably in price? 

Mr. McKuintey. I think we make about 50 models of microscopes 
running from the high- -school model, where they are rather reasonable, 
on up to the research microscopes, up to thousands of dollars for the 
nuclear physics type of work, and that sort of thing. 

Mr. Reep. What class of people uses those high-powered micro- 
scopes? 

Mr. McKrnuey. All research workers, the nuclear physics people. 
That is one which has just come in ree ently for new ones. There is 
a great deal of use by the geological departments, using them for rock 
studies and so on. 

Mr. Reep. Especially in our universities? 

Mr. McKin ey. Universities and research workers. 

Mr. Reep. Japan appears to be increasingly important as a foreign 
source of imports of binoculars and microscopes. How do these im- 
ported items compare with your own in quality and price? 

Mr. McKintey. It is very difficult to say on the items . both 
microscopes and binoculars. The average outlook is that the Japan- 
ese binocular was a piece of junk. That was true before World War IT. 
During World War II Japan had built up her optical industry for her 
military. During that time they learned how to make high-grade 
military binoc ulars. 

Since the war in Japan two or three companies are turning out 
very high-grade binoculars, but seven other companies are turning out 
anyw here from a fairly high grade to junk. When you say “Japane se 
binoculars” you are t talking r about 10 companies. 

Mr. Reep. I did not understand the whole of your remark. Did 
you say other countries, too? 

Mr. McKiniey. No, I said there are 10 companies in Japan, 
3 making high-grade binoculars and the ether 7 ranging from fairly 
high grade down to junk. The same thing is true of microscopes, also. 

Mr. Reep. Yes. I understand that there has been a substantial 
increase in imports of high-grade prism binoculars in recent years. 
Do you attribute this to the reduction in the rate of duty established 
at Geneva in 1948? 

Mr. McKinuey. Very definitely. We got a report from one of 
the military divisions over in Japan saying that the cheap Galilean 
or opera-type binocular was dropped out of the Japanese exports 
because they could make more money by bringing in the highly im- 
portant prism binocular. 

Mr. Reep. The optical and scientific instrument industry is 
essential to national defense, is it not? 

Mr. MeKintey. Through the last two wars we have had to expand 
our plant something like 10 to 12 times in prewar capacity, to fulfill 
as much of the need as we could. During the last war we added these 
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countries mentioned here, in getting into making such simple things 
as binoculars, so that we could be left free to make range finders, 
height finders, and very complicated optical instruments. We were 
the smallest producer of binoculars during the last war; yet, at that, 
we made 300,000 binoculars for the military. All the other plants made 
our binocular with our help. 

Mr. Reep. Do you think that your company could meet a wartime 
production target in the length of time called for by the industrial 
mobilization plans? 

Mr. MeKintey. That is a thing that has seared us, gentlemen, 
every much. We are afraid not. We do not think we are going to 
be given nearly as much time to build up our optical-instrument in- 
dustry in this emergency; and, although we are working as fast as we 
can, we are not getting ahead nearly fast enough to please the mili- 
tary. 

Mr. Reep. Was it not true in the early part of this last war that 
the people were called upon for patriotic duty, and if they had first- 
class binoculars they were asked to turn them in to the War Depart- 
ment? 

Mr. McKixiey. That is right. The Navy and the Army called in 
all civilian binoculars if they had high-grade binoculars, regardless of 
manufacture, to send them in, for the first of the war period. 

Mr. Reep. So it is very essential that we do nothmg that would 
bring back a situation of that character if this war should go on; is 
that right? 

Mr. MecKinuey. I am afraid, gentlemen, we may have waited too 
long already. 

Mr. Reep. That is what I was wondering about. 

Do you believe that the optical and scientific instrument industry 
is in a position to produce the various kinds of instruments necessary 
for national defense, or would it be necessary to depend upon imports 
for certain types? 

Mr. McKiniey. We think we will be in a position to make any 
optical instrument in the world if given time to do so, and I think we 
have proof we have been able to do so. 

Mr. Reep. Do you make lenses for cameras at all? 

Mr. MeKiniey. Yes, sir. 

Mr. Reep. Do you make cameras? 

Mr. MecKinitey. We do not make cameras. 

Mr. Reep. Just the lenses? 

Mr. McKinuey. Primarily the lenses we make are for aerial map- 
ping. 

Mr. Reep. Yes. 

Mr. MeKiniey. During the last war a great number of the recon- 
naissance lenses and mapping lenses were made at our plant. 

Mr. Reep. You are carrying on very costly research right now? 

Mr. MeKixiey. That is one of the big things that worries us, be- 
cause our engineering staff has had to be cut, because our whole 
economic condition of the company has been cut. We had to cut 
the engineering staff. That is the first place the military will be in 
danger, not having proper research engineers. 

Mr. Reep. You have made a wonderful statement here. Of 
course, your industry is what you might call a war industry. 

Mr. MeKuiniey. It is a key industry. I think England and Ger- 
many and Italy and every country which has been in a modern war 
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in the past 50 years has proven that the optical and scientific instru- 
ment industry is an essential part of their existence. They cannot 
depend upon any foreign country for it, regardless of economic con- 
ditions. 

Mr. Reep. I may be wrong about it, but I have been reading a 
good deal, and | believe that at the beginning of the last war it was 
true that Germany had a great advantage in this field. 

Mr. MecKrntey. In opties during World War 11? 

Mr. Reep. Yes. 

Mr. MecKrnuey. I am sorry; it was not during World War II. 
During World War I. 

Mr. Reep. That is right. 

Mr. MeKintey. They had an advantage. In fact, at the Battle of 
Jutland they outfired the British, and it was at that time that we 
got the stereo range finders. 

Mr. Reep. I remember now distinctly that that was a serious su 
ject. I was in England at the time, and they were greatly handi- 
capped. 

Mr. Chairman, I should like at this point to introduce a table in the 
record. 

Mr. Coorrr. Without objection, it is so ordered. 

(The document is as follows: ) 


} 


Binoculars and microscopes:' United States imports for consumption, total and 
principal sources, tn spe cified years, 1937 to 1949 and January—Octobe r 1950 
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Binoculars having a magnification greater than 5 dian 
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Binoculars and microscopes: United States exports, in specified years, 1939 to 1949 


and January—October 1950 





Binoculars 
and parts 
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value 
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sories 
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? Not available. 


Mr. Coorer. Are there any further questions? 

Mr. Mixis. Mr. Chairman? 

Mr. Coorer. Mr. Mills, of Arkansas. 

Mr. Mitus. Mr. McKinley, [ have followed the reciprocal trade 
agreements for the last 12 years very, very carefully. I do not know 
but that there may be some evidence that you have submitted to us 
today that would tend to indicate that you have perhaps sustained an 
injury already. 

Mr. McKinuey. We have. 

Mr. Mitus. In the optical industry here in the United States. 

I want to ask you some questions with that thought in my mind. 
What can you tell me without violating confidence as to the percent 
of business done by your company in the two fields of binoculars and 
microscopes? 


Mr. McKrntrey. I think I gave you the percentage of business 
done on binoculars, and that is the only one | feel free to talk in 
public about because we are the only ones who supply high-grade 
binoculars. 

Mr. Mituis 


{ think you misunderstood me. I did not make my- 
self clear. In your own business, as one concern, does binoculars 
represent 50 percent of your total output, or 25 percent? 

Mr. McKin ey. I gave that figure. I said that of the scientific- 
instrument end of our business—just the instruments and not the 
ophthalmic end—microscopes and binoculars account for over 50 per- 
cent of our scientific instruments. 

Mr. Mitts. How is it between the binoculars and microscopes? 

Mr. MecKinuey. The microscopes are about 3 to 1. 

Mr. Mixts. On binoculars there has been a reduction in the ad 
valorem of 50 percent. 

Mr. McKintey. That is right. 

Mr. Mirus. In the Geneva agreement of 1948. 

Mr. MeKinuey. That is right. 

Mr. Mixus. There has been no reduction at all in microscopes? 

Mr. McKinuey. None whatever yet. I might say this: Every 
time the reciprocal trade agreements have been up, every one of our 
items has been up for consideration. At Geneva they reduced the 
full amount at that time. 

Mr. Mitts. You fear some possibility of a reduction in the duty on 
microscopes at Torquay? 

Mr. McKinuey. We do so fear that, but even with the import 
duty on microscopes it is quite evident that Japan, Italy, and others 
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are able to bring in their production and sell it to the United States 
Government at 25 percent under our wholesale price. 

Mr. Mitts. Mr. McKinley, I have before me the earnings of your 
own company for the last several years. I presume they are correct. 
I notice in 1949 your net sales is about the same as the 1948, 1947, 
and 1946 sales. I notice your net income is just barely in the black. 
| hope I am not saying anything I should not. 

Mr. McKintey. No. 

Mr. Mmus. In other years it was not as great as in the war years, 
but it looks to me as though there was a rather fair percent of return 
in 1946, 1947, and 1948. 

Mr. McKinuey. Was it a fair percentage? 

Mr. Mixus. I am saying it may be a fair percentage of your net 
sales, but certainly vour net income in 1949 does not represent any- 
thing like a fair return. What was the reason for that drop in income 
in 1949? 

Mr. McKiniey. We made 94 percent of our products for either 
the Army or the Navy during the war, for the military. 

Mr. Mitts. Yes, sir. 

Mr. McKintey. We had a rehabilitation, getting that war work 
out of the plant and getting back to commercial production. We 
were not hit by a bomb, but we were hit by a military problem. 

Mr. Mitts. I notice that the net sales in 1946, 1947, 1948, and 1949 
were approximately the same. There is a variation of 3 or 4 million 
dollars. But I notice your net income for the same 4 years varies 
rather materially. 

Mr. McKrnuey. Labor costs were rising all that time. 

Mr. Mixus. The low year is 1949. 

Mr. McKuintey. That is right. 

Mr. Mitus. When your sales were not much below 1948, but your 
net income is several hundred thousand dollars below. What is the 
difference there? 

Mr. McKuntey. The labor rate. 

Mr. Miuus. The labor rate in 1948? 

Mr. McKrintey. In 1949. 

Mr. Miuus. I mean in 1949. 

Mr. McKintey. Yes; very definitely. A continual increase in the 
cost of doing business. 

Mr. Mitts. Do you want to attribute that difference to that only? 

Mr. McKrxiey. When you are talking of such small volumes here 
as to the lack of sales, there is a difference as to the profit on an item. 
If you have 12 items to sell and you sell 10 you may not have realized 
any profit until you have sold the twelfth. When you talk about taking 
off 10 to 15 percent of your market by your imported items, you are 
talking about the percentage margin of your business. 

Mr. Mitis. Well, to my own way of thinking, it just occurred to 
me that there had been too great a percentage increase in the importa- 
tion from Japan with reference to binoculars. I think it is a dangerous 
trend. 

Mr. McKrntry. Mr. Bailey, who is the head of the scientific 
instrument industry of England, the president of their trade associa- 
tion, has written to our trade association saying that they are not 
making any request for reduction in microscopes because it would 
not do them any good, for the English or even the Germans to have 
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the tariff reduced, because Japan would still get the lion’s share. 
As mentioned by the gentleman this morning, they want some method 
of cutting the Japanese from getting such a big share of the American 
market. 

Mr. Mitus. The information Mr. Reed submitted for the record{is 
very interesting to me, at least. For instance, suppliers from France, 
Germany, and Japan on binoculars are given. Here is Japan at 
almost three times as much as France, and eight times as much as 
Germany. 

Mr. McKrxuey. Before the war Germany had the biggest end 
of it. 

Mr. Mitts. That is what I understood. Thank you. 

Mr. McKinixey. Thank you, sir. 

Mr. Coorrer. We thank you for your appearance. 

Mr. Jenkins. Mr. Chairman, I would like to ask a question. 

Mr. Coorrr. Mr. Jenkins of Ohio. 

Mr. Jenkins. I was much interested in what you said with reference 
to the inquiries now coming from the Government to your organization 
to manufacture a lot of your supplies. When you got this proffer of 
business, to do this work, what did you tell them and what did they 
indicate they were going to do about it? You say they asked you 
for about 300 percent of vour production. What are they going to 
do about that? Do they find themselves in the shape where you 
cannot make it? 

Mr. McKinutey. We are now negotiating with the military division 
for building increased facilities and trving to get some of the losses 
that we have had back. As we have mentioned, we have hired 1,400 
people since last September. That, with 3,700 employees before, is 
quite an expansion. The training program becomes tremendous, to 
absorb 1,400 employees with only 3,700 employees. 

Mr. Jenkins. How much of a financial outlay will that be, to build 
these facilities, approximately? 

Mr. McKinuey. It will have to be done by Government money 
I think Mr. Mills pointed out that we do not have the money. 

Mr. Jenkins. The figures you have read indicate you would not 
have the money. 

Mr. McKinuey. That is right. 

Mr. Jenkins. But I would like to know what it is going to cost. 
Did you in your negotiations arrive at any conclusion as to what the 
cost would be? 

Mr. MeKinvey. There are certain military things | cannot say right 
now, Mr. Jenkins, but at one time | calculated that they wanted us to 
expand 40 times. I do not know what business management can 
expect to expand its plant 40 times. 

Mr. Jenkins. There is another thing about it. If you expand 40 
times, of course, they will give you an amortization program by which 
you could pay for it, but after the war is over then you will be in a 
ridiculous shape, will vou not? 

Mr. McKinuey. We were right after this one, when the Japanese 
came in with their binoculars, at 69,000 binoculars against our 6,000, 
essentially. 

Mr. Jenkins. In other words, in peacetime they let you go along as 
best you can, and in wartime they put a load on you which you cannot 
carry when we have peace again, 
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Mr. McKunuey. They love us when war comes around but they do 
not like us at all in peacetime. 

Mr. Jenxtns. That is too bad. 

Mr. Coorer. Are there any further questions? 

Mr. Simpson. Mr. Chairman? 

Mr. Coorrer. Mr. Simpson of Pennsylvania. 

Mr. Siupson. The more I listen to these hearings the more alarmed 
and puzzled | become about the activities of our State Department 
boys. Aside from the heavy industries in this country which make 
tanks, ammunition, automobiles, trucks, and so on, can you think of 
three more strategic wartime essentials than the industry in which you 
are engaged, the making of microscopes and binoculars, a second one of 
making watches and clocks and time pieces, and a third one of the 
chemical industry, about which Mr. Moody just spoke to us? 

Mr. McKintey. I cannot think of anything more essential to this 
Government than having well-established industries in those three 
divisions. 

Mr. Simpson. Keeping in mind that it is the State Department 
which does the negotiating in this matter, I for one am inclined to 
think that there is something behind it other than merely an attempt 
to help the country economically. In each of those three industries 
what is required principally, if 1 understand it, is a highly skilled 
worker. 

Mr. McKiyuey. That is right. At least it is in our industry. I 
can speak only for ourselves. 

Mr. Simpson. They are the several industries where by affecting 
the fewest number of people you could most adversely affect the con- 
duct of the war, as I see it. 

Mr. McKin ey. That is right. 

Mr. Simpson. For a long time I have had an opinion that our De- 
partment of State did not know how to prepare for war, that it was 
beyond their field. 1 know they have had communistic influences in 
the Department. We all know that. 

I am not one bit satisfied that they are not biased, and perhaps have 
deliberately selected these industries to make unreasonable cuts in the 
tariff protection. 

Now, I notice that the Army has been buying equipment for the 
Army which was made in Japan—in Italy. 

Mr. MecKinuey. In Italy. The Army-Navy medical procurement 
agency in Brooklyn. 

Mr. Simpson. Had you had sufficient tariff protection your plants 
would have expanded, would they not, to take care of orders of that 
nature? 

Mr. MeKiniey. We are able to take care of orders of that nature. 
We tried to get those orders, but we cannot compete against 37-cent 
Italian labor with $1.80 labor and a 45 percent tariff duty. 

Mr. Simpson. You could have taken care of those orders for the 
69,000 binoculars that the Japanese sold here? Could you have 
handled that business? 

Mr. MeKiniey. I think that would be a very easy job for us to 
take on. We would love to have done so. 

Mr. Simpson. You do not expand your business. Why not? 

Mr. MecKinuey. You cannot expand a plant when you are paying 
$1.80 to your labor and competing with someone who is paying 12 
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cents to his. There is no technical advantage. You have to have 
some advantage somewhere, if the labor is 15 times different. 

Mr. Simpson. Basically, what you are saying, if I may interrupt, 
is that the American investor will not risk his capital in a business 
where he does not have some chance of getting a return with some 
interest. 

Mr. McKintey. That is right. 

Mr. Simpson. When we come to war the taxpayer will be required 
to scrape up that money and build the plants. 

Mr. McKin ey. That is right. 

Mr. Simpson. On that story alone, of those three industries, and 
the record of what has happened to them, I think this Congress should 
investigate the entire procedure here. I think there should be an 
absolute prohibition sent to the men over at Torquay that no cuts 
whatever dare be made in any of our chemical rates, any of our watch 
rates or timepiece tariff rates, or in any of our binoculars and micro- 
scopes and various products that you make. 

I further think that those industries should be put on some kind of 
a war basis by which these untried boys in those departments down- 
town no longer have a right to risk our national defense in the way 
they are. 

Mr. McKin ey. Other countries surely have done that. 

Mr. Simpson. Other countries have done it, of course. Of course 
they have. We have been blind in many ways for many years. 
Until we get our eyes open and get some practical men in a position 
with authority with regard to what are truly congressional duties— 
which we have been foolish enough to delegate to a President, who has 
to delegate the work on to beginners—we will be in trouble. I am 
glad to know that you oppose this so-called reciprocal trade program 
in its entirety, and | commend you, sir. 

Mr. McKinuey. Thank you. 

Mr. Cooper. Are there any questions of the witness? 

Mr, Martin. Mr. Chairman? 

Mr. Coopzur. Mr. Martin of Iowa will inquire. 

Mr. Marrix. Do you know whether the officials in charge of the 
reciprocal trade program have military and naval advisers who are 
competent to advise them in this field in which vou are interested? 

Mr. McKinuey. I would think that the different military divisions 
would know, because they have mobilization plans which call for ex- 
pansion of our plant on any mobilization day. Whether they have 
looked at the mobilization plans or not for the optical industry I do 
not know. 

Mr. Martin. Have you dealt with anyone in the reciprocal trade 
program who has an understanding of your problem? 

Mr. McKrniey. We have appeared before the reciprocal trade 
agreements, before they went to Torquay. 

Mr. Martin. Did they have any advisers who were competent to 
advise them of the situation, and your importance to the national 
defense? 

Mr. McKinuey. There was a member of the Munitions Board who 
sat on that committee. I do not know his capabilities. 

Mr. Martin. Was he qualified, in your opinion? 

Mr. McKinuey. I cannot swear to that. He heard the testimony 
at the time, in which we brought out the question of national defense 
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and the mobilization plans, and the great expansion that would be 
required of this company and other optical companies if there were 
such a war as has reached us right now. This was in May of this 
year. It was not a war in May of 1950. 

Mr. Marrin. I hate to be put here in a position of judgment on 
the military aspects of the supplies you make without having some 
assurance that the people in charge of the program have at least as 
much information and skill in the matter as I have, and that would 
not be much. Lam worried about what they have allowed to happen 
to you and the danger that still lies ahead. I know what a binocular 
is out on the firing line, but I am just a doughboy. I have a typical 
Army approach, that when I need a binecular I want to reach over 
here to the supply department and get a set and start to use them. 
The average military man has very little concept of what it takes to 
build a plant and man it with skilled workers in time to produce those 
binoculars and deliver them to the fellow who needs them on the firing 
line. 

Mr. MecKialey. That is right. 

Mr. Martin. If the State Department does not have anyone there 
who has impressed you with any understanding of it, we are just 
barking at the moon here. 

Mr. McKuntuey. It looks to me as if every time it comes up for 
consideration they look to the optical industry—that is, every time 
these reciprocal trade agreements have been up. There must be 
some reason for it. Now, it is not a big industry; it is a very small 
industry. It cannot affect the international monetary systems very 
much. But every other country of any size has always protected its 
scientific and binocular industry by a quota or, as in the case of 
England, it now safeguards its industry to where you cannot ship 
any product in there. 

To give an example of what I mean, the Gillette Razor Co. have a 
plant in England. They wanted one of our products in the English 
plant, and they ordered it over in England and could not get permis- 
sion to bring it in. So the American plant had to buy it over here 
and send it over there at no cost to the English plant. That was the 
only way they could get it in at all. 

Mr. Martin. I cannot imagine any man with any responsibility 
for building up the preparedness program standing idly by and allow- 
ing a thing to happen such as you describe here on page 5 of your 
statement, The volume of the importation of these items would 
inevitably cause a reduction of your employees and require now the 
very obvious sudden expansion of your employees. You got down to 
3,700, and you have now added 1,400 e mployees. You now find you 
are coming close to the saturation point in your ability to train new 
workers. That does not take into account the length of time it takes 
to train skilled workers, and you are worried about the need for 
binoculars and range finders for use on tanks. 

Mr. MechKuiniey. Detinitely. 

Mr. Marri. I am appalled by the record you have put in here. 

Mr. MeKuiniey. We have been appalled for a number of years. 

Mr. Manin. I suppose the orders they have placed with you are a 
part of the great mass of orders that have been placed in accordance 
with the mobilization program. Are they in the mobilization program? 
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Mr. McKinuey. Yes; they are in the mobilization program, 
although when they finally came to us this time certain divisions did 
not go in the mobilization plan. 

Mr. Martin. | was impressed last summer when the Director of 
the Munitions Board appeared before 300 industrialists up in Pitts- 
burgh and made the statement which got in the headlines that within 
6 months after war started they could place $41,000,000,000 worth of 
war orders and within a very few weeks orders would actually be placed 
for $17,000,000,000, 

Now I ask you the simple question I asked in 1940 and 1941, when 
I was on the committee investigating the matter of military prepared- 
ness. The simple question is whether orders placed with industry, 
blueprints and plans make us fully ready to fight the war. 

Mr. MecKinuey. Actually, I would like to say one thing, that most 
of the items we have on order now with the military were not even 
designed 9 months ago. 

Mr. Marrin. There is no need for us to carry this discussion any 
longer. At this point I do not even know whether the “brass’’ who 
are responsible for industrial mobilization will even read the report 
of this hearing. 

Mr. McKintey. Six months have passed since Korea, and where 
have the $41,000,000,000 been placed? 

Mr. Cooper. Are there any further questions? If not, we thank 
you for your appearance and the information you have given the 
committee. 

The next witness is the Honorable Cleveland M. Bailey, of West 
Virginia. 


You were called, Mr. Bailey, when your name was reached on the 
calendar, but you were not here. Of course, we know who vou ar 
but please give your name, address, and the capacity in which you 
appear for the benefit of the record. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Bartey. Mr. Chairman, and gentlemen of the committee, for 
the purpose of the record, | am Congressman Cleveland M. Bailey o! 
the Third West Virginia District. | appear in behalf of the industries 
and the workingmen of West Virginia who will be adversely affected 
by the renewal of the Reciprocal Trade Agreements Act, scheduled to 
expire June 30, 1951. 

You will recall, Mr. Chairman, my previous appearance before your 
committee in 1945, and again more recently in 1950, representing 
both industry and labor in my State, to plead for relief of the glassware, 
pottery, and woodworking concerns seriously affected by the terms of 
and the manner of administering, the Reciprocal Trade Agreements 
Act. West Virginia has suffered more from this legislation than any 
of our other 48 States. It is the center of the glass and cerami 
industry which was among the first to feel the brunt of foreign com- 
petition. In the past few vears our two most basic industries, cou! 
and crude oil, are threatened. Other industries, too, are finding it 
increasingly difficult to maintain wage levels, working hours, and 
many other conditions of employment. 
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I have said and I repeat, Mr. Chairman, I object to the State of 
West Virginia being made a guinea pig for further experiment. The 
experiences learned in 16 years since the inception of the reciprocal 
trade idea in 1934, is such that one is forced to the conclusion that my 
own State’s economy will be destroyed by the extension of the existing 
act. Particularly, is this true, if the renewal carries the authority to 
any Government agency to grant further tariff cuts and if the so- 
called “escape clause,” now the figment of someone’s imagination, is 
not liberalized and legalized by being written into the language of the 
basic act itself. 

At no time since the enactment of the Smoot-Hawley Tariff Act 
in 1930, has our Nation or, for that matter, the world itself, functioned 
under normal conditions. Things were abnormal in the early thirties 
because of a world depression. They were abnormal in the early 
forties because of a great World War. They are abnormal in the early 
fifties because of the dire threat of a third world war. What I want 
tosay, Mr. Chairman, is that the Reciprocal Trade Act has not demon- 
strated that it is an asset to our national economy. It has never 
had to meet the impact of normal world competition under normal 
conditions. 

If our national economy ts to be a sound economy, we must main- 
tain a favorable trade balance. Our exports must exceed our imports. 
Only on two occasions in the past 16 years, have we approached 
periods of normaley. In the years just prior to World War II, we 
witnessed a sudden increase in foreign imports. American-made 
goods were in some instances driven out of the markets. This was 
the first test of our reciprocal trade policy. Conditions were rapidly 
approaching normal. Prewar and wartime defense activities halted 
this trend and a new cycle of abnormal conditions gripped this 
country. Another approach to normal levels came in mid-1950 
only to be again interruped by the Korean War emergency. 

It is interesting to note, Mr. Chairman, that in both these instances 
as we came near to normaley, we were faced with a gradual shift in 
our trade balance. In the month of October 1950 we faced an un- 
favorable trade balance when imports exceeded exports. I would 
like to have included in the record at this point this statement of 
comparative exports and imports for the first 11 months of 1950. 

Mr. Muus (presiding). Without objection, that may be done. 

(The matter above referred to is as follows:) 


United States foreign trade during 1950 


In millions of dollars] 


. Balance » : Balance 
Imports | Exports of trade ® Imports Exports! of trade ® 


1950 1950 
January . . a 552. 8 74! ! ; aes 627.9 
February 525. 5 773. 0 7.5 (E August 721.9 | 
Ma arch lal 501.7 5 . September__.____ az. 4 
517.1 October 913.3 | 
ASD 1 F, 235 5) November 2 oe M0. 9 
4 - ; 


611 | 
| 





! Includes shipments under EC A and the Army Civilian Supply (ACS) Program. 


* Preliminary. ; 
' Excess exports over imports or vice versa. 
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Mr. Bariey. In this connection, Mr. Chairman, I should like to eal! 
the committee’s attention to the fact that had we not taken credit for 
approximately $100,000,000 monthly of exports synthetically created 
by the use of the Marshall plan funds, we would have encountered an 
unfavorable trade balance for most of the year. What is the answer 
when ECA funds stop flowing to Europe? The answer is plain: a 
continuing trade deficit. 

England has been able to restore the British pound and to stabilize 
her economy by exporting double the amount of her imports. If 
we are to have a sound dollar and a stable economy, we could well 
follow Britain’s policy. Her position in the United Nations Council 
In Opposition to economic sanctions against Red China is in line with 
her policy of placing economic greed above political obligations 
Yet, we go on extending her trade concessions and direct econonuc 
aid under the Marshall plan. 

I am aware that many have appeared before your committee pro- 
testing the renewal of this reciprocal trade legislation. There were 
no doubt many others who desired to be heard but who could not 
because of the decision to terminate the hearings this week end. 

Phat there is widespread opposition to renewing this legislation is 
evidenced by a letter from Mr. H. Wickliffe Rose, president of the 
National Tariff League, protesting the Torquay, England, conference 
to consider further tariff reductions. I offer his letter as exhibit B 
and ask that it be included in the record. 

Mr. Mixuis. Without objection, that material will be included in 
the record. 

(The matter above referred to is as follows:) 

Tue American Tarire Leacve, 
September 8, 1950, 
Hon. Harry 8. Truman, 
President of the United States, 
The White House, Washington, m: <. 

My Dear Mr. Presipenr: Views and information on the proposed negotiations 
for‘further tariff reductions at Torquay are being properly presented to the Com- 
mittee for Reciprocity Information. Meanwhile, the world situation has changed 
so seriously in the political, military, and economic fields that we question the 
wisdom of pursuing the conquest of economic theory at Torquay. 

Many of our members and a number of other groups and industries are trying 
to bring to vour attention the futility in the plan for another such extended inter- 
national trade conference. We suggest that the Western World cannot afford 
the luxury of such a conference at this time. It deals with rates of duty, not wi! 
actual trade and goods. There are now so many serious barriers to trade that | 
effects of previous reductions are not known; and yet further reductions are pr 
posed at a time when we are engaged in warfare, and when the economy of t 
Western World is being shifted again to a basis for militarv defense. 

You said recently that the plans for Torquay would go ahead. More receut 
August 20, in a reply to Senator T. F. Green, Secretary Acheson gave reasons { 
going ahead at Torquay. The reasons given were based on the assumption t! 
the Trade Agreements Act had been successful in certain ways, but we do} 
“nd evidence of fact to support the assumption. 

The Trade Agreements Act was passed in 1934, incorporating language to thy 
effect that it was to increase employment. It was intended to overcome the 
depression. It was renewed supposedly in order to prevent World War II. [i 
was renewed three times with the announced purpose of aiding the progress of the 
war it did not prevent. It was renewed after the war with the intention of 1 
storing trade. And now, before trade has been restored to anywhere near a 
normal pattern, it is assumed by the Department of State that more trade agre 
ments, i. e., tariff reductions, will tend to “restrain inflationary pressures” 
this country “to the extent that tariff reductions succeeded in increasing 
volume of United States imports or in decreasing the prices such imports wo 
otherwise command in our domestic markets * * *,”’ 


t 
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The implication is that studies in the Department of State reveal such effects 
to an extent that warrants more reductions of tariffs at Torquay. Our studies 
show quite different effects. 4 

Many of the reductions m our tariff in previous trade agreements have not 
affected the prices at which the commodities have been sold here. To cite an 
example, the United States agreed at the Geneva negotiations in 1947 to lower 
the American duty on raw wool. Instead of this reduction resulting in lower 
raw-wool and wool clothing prices to American consumers, the reverse has 
occurred, The price of raw wool has continued to rise and the press has carried 
statements that this increase will probably be reflected in an advance in the price 
of wool clothing in this country, 

Indeed, on items which find ready acceptance with the American public, the 
prices asked by the foreign producers have generally borne no relation to tariff 
levels, but have been whatever the market would stand. Hence it cannot be 
said categorically that reductions in tariffs will bring about lower prices to the 
American consumer. 

As further evidence of our contention, there has been no tariff on natural rubber, 
but has the public of the United States bought it at low prices merely because we 
bound it on the free list? Under the foreign monopoly of our supply markets for 
natural rubber, we have paid whatever that monopoly chose to charge, and it 
was often at hich levels. Even now, when we have a synthetie-rubber industry 
as buying leverage for natural rubber, and even after the deflation of sterling, the 
price for natural rubber is about twice that of synthetic. 

We suggest that a comparison be made between foreign and domestic pricing 
policies. Is it not a fact that ECA is trying in Europe to overcome their tra- 
ditional policy of charging all that the market will pay and making a large profit 
on small controlled volume, by preaching the well-known and dramatie American 
policy of mass production, of large volume and high quality at low prices for wide 
distribution? Why defy this well-known situation and try to use the foreign pro- 
ducers as a Weapon against the competitive producers of our country? 

As to the volume of imports, it has increased, and it will almost certainly con- 
tinue to increase. In the United States we buy what we need and want; and we 
export to pay for it. Our State Department has attempted to reverse the idea 
in this basic economic law, under the pressure of an overexpanded farm program, 
with prices artificially inflated by the Government at public expense, and under 
pressure of some industries expanded for the last war; and they seem to think 
that exports are an end, and that imports are a means of paying for them. 

There has been a serious gap between exports and imports in our foreign trade. 
You recognized the inportance of the problem recently by assigning to Hon, 
Gordon Gray the task of studying it and recommending solutions. We met 
with Mr. Gray and were prepared to continue the discussions, when, after the 
invasion of Southern Korea by the Communists, the discussions were postponed 
indefinitely We were lisappointed, for the problem has not changed, onlv the 
nature of some of the factors, and we are convinced that, through the realistic 
conduct of trade, travel, and all the international exchange of goods and services, 
a normal world can be restored. Mr. Gray’s assignment, therefore, in our esti- 
mation still should be carried out. 

It is ironical, on the other hand, that the conference for the reduction of tariffs 
at Torquay should go ahead. The program is neither constructive nor realistic. 
In spite of 16 years of trade agreements, there are more barriers to our trade 
and more active discrimination against our goods than ever before in our history. 

We respectfully recommend, therefore, that active studies of the probl m of 
our foreign trade be continued, under your special assignment, taking into ac- 
‘ount the changes in the economy of the Western World caused by the military 
aggression of the Communists. We recommend further that vou postpone 
indefinitely anv international trade conference, such as that at Torquay, which 
has as its purpose the wholesale reduction of customs duties, and, instead, that 
efforts to restore trade, and to remove the real obstacles to trade, be made 
through the various organizations and channels already active in that direction. 

Respectfully yours, 


H. Wickutrre Rose, President. 


Mr. Battey. Further and more specific protest to the Torquay 
Conference now in progress is found in a communication from Mr. 
H. L. Dillingham, secretary of the American Glassware Association, 
to the association’s members, which I desire to offer to this committee 
as exhibit C for inclusion m the record. 
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Mr. Miuzs. Without objection, that may be incorporated in the 
record. 
(The matter above referred to is as follows:) 
American GLAsswaReE ASSOCIATION, 
New York 18, N. Y., April 21, 1950. 


To all members of American Glassware Association: 
Subject: Tariff and import statisties—the possible revisions of tariff that could 
be made at the Torquay Conference September 28, 1950. 


Since tariff reductions discussed at Torquay will become a very importa: 
subject for this industry’s consideration during the next few months, it is highly 
desirable that every member of the industry should know the possible downward 
revision limits which could be agreed to there. To inform you we have prepared 
the attached list of articles starring those that are on the bargaining list just 
issued by the State Department and they are the only items upon which redue- 
tions can be made at that conference. The summary states for each classification 
the original rate in the 1930 tariff, the rate which was in effect January 1, 1945, 
the present rate April 1950, and the possible lowest rate to which or negotiators 
could agree under the present Trade Agreements Act that will be in force unti 
January 12, 1951. 

The present law states that the United States negotiators cannot reduce duties 
to exceed 50 percent of the duties existing on January 1, 1945. Many glass 
tariffs have been reduced as much as they possible can be and the only actior 
which the negotiators can take is to agree that these duties will not be increased 
over the 1950 (now existing) rate. The duties can be “bound” which is the 
designation used in trade agreements for expressing that duties cannot be raised 
and they are indicated on the attached summary by the letter B. 

Duties on articles manufactured by our members have been drastically reduced 
as this list clearly indicates, so that the glass industry has already substantiall, 
contributed to make the ECA and State Department foreign trade program 
successful. Why through further tariff reductions should it be asked to do more? 
This fact should be emphasized when discussing the subject. 

We urge all of you to carefully review this material so that you will be well 
informed when talking to Congressmen or others about the contemplated changes 
in tariff schedules under consideration at the Torquay Conference. 

H. L. Diturneuam. 


Tariff duty changes on glassware articles 


[Those with an (*) are on the Torquay List] 


est 


j Low- 
| } 


April possi 

1950 ble 

duty luty 
under 


Description 


ILLUMINATING GLASSWARE | 
Percent | Percent | Percent 
5273000 | Chandeliers, etc., and prisms Ho | 0 

5273100 | Chimneys : 55 55 
5273200 | Shades and globes 70 70 | 
5273300 | Candlesticks, etc., electric i) io 
5273500 | Illuminating articles, not elsewhere specified 60 60 


CHRISTMAS TREE ORNAMENTS 


5276000 | Christmas tree ornaments 
POLISHED TABLE, STEM AND KITCHENWARE 


5278150 | Undecorated, pressed, and table utensils, polished 
5278200 | $1 to $1.67 blown ware cut or engraved 
Over $1.67 blown ware cut or engraved 


5278310 Bubble glass 
5278390 | $1 to $1.67, all other table and kitchenware, not elsewher: 


specified 
Over $1.67, all other table and kitchenware, not elsewhere 
specified tose “il 
Under $1, all other table and kitchenware, not elsewhere 
specified - = ae es = ee 


See footnotes at end of table, p. 481. 
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Tariff duty changes on glassware articles—Continued 


{Those with an (*) are on the Torquay List] 


Description 


POLISHED ORNAMENTAL WARE 
| Percent | Percent | Percent | Percent 
525400 | Cased glass (except tableware a 60 i) ( w) 
5278500 | Engraved, valued $8 and over 00 30 0 215 
5278600 | $1 to $1.67, cut or engraved. _. w) 45 50-30 #2916 
Over $1.67, cut or engraved aii FT) 5 30 29% 
5278710 | Hand-made bubble glass (all other ; : . 60 30 30 15 
5278790 | $1 to $1.67, blown glass except table and kitchen, not else 
where specified : 60 50-30 *30 
Over $1.67, blown glass except table and kitchen, not else- | 
where specified 60 30 
| Under $1, blown glass except table and kitchen, not elsewhere 
specified » 30 
Pressed, polished, and undecorated 5 5 


UNPOLISHED PRESSED 


5278100 | Glass table and kitchen . 
5278900 | Other undecorated, not elsewhere specified _ __ 


CHEMICAL GLASSWARE 


5271700 | Not elsewhere specified, chemical glassware 

52 Fused chemical glassware : 
Fused glass tubes and rods 

5272300 | Fusable rods and canes 

5272400 | Glass tubes, not elsewhere specified 


SMALL AND TOILET ROTTLES 


5260000 | Machine made for toilet preparations 

5260010 | Automatic machine made 

5260080 | Hand made bottles for general packing 

5280050 | Hand made toilet bottles 

5280070 | Unfilled glass jars for toilet preparations ___. 

5280000 | Glass bottles, toilet, not elsewhere specified 

5260100 | Glass bottles and stoppers, machine made, not elsewhere | 
specified 

5260110 | Glass bottles and stoppers, hand made, not elsewhere specified 

5260130 | Glass vials, ground stoppers, automatic machine made_..- 

5260150 | Glass vials not machine made, not elsewhere specified _- 

4260200 | Vials and ampoules filled itis 

§200210 | Vials and ampoules unfilled 


MISCELLANEOUS 


Hypo syringe surgical 
Gage glass tubes s 
Electric lamp bulbs without filament 
Glass building blocks 
Smalts-frostings, ground 
All other smalts-frostings 
Round watch crystals 
Watch crystals, except round 
Other glass, not elsewhere specified 
' 


50 cents each, 30 percent minimum and 50 percent maximum 
? Reduced to 15 percent by Swedish Treaty at Annecy just signed by Sweden and reduction awaiting 
innouncement. 
‘Cents per gross. 
4 Cents. 
‘Involved in Mexican trade agreement. Cannot be reduced at Torquay. 


Mr. Barry. Another sector of my State’s glass industry is now 
feeling a sudden impact of imports. I now refer to the sheet-glass 
(window glass) industry where we are facing increased imports of 
Belgian glass as high as 400 percent. Czechoslovakia has in recent 
months flooded our domestic market with lightweight sheet glass 
used for scientific and pictorial purposes. In support of the above 
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statement, I offer a letter from the Fourco Glass Co. of Clarksburg, 
W. Va., which I would like to read and ask that it be made a part of 
the record [reading]: 
Fourco Guass Co., 
Clarksburg, W. Va., December 28, 1950. 
Hon. CLEVELAND BatLey, 
Washington, D. C. 

Dear Cieve: There has been a tremendous amount of foreign sheet glass 
shipped into this country lately, and it is being sold at less than domestic prices. 

The State Department is going ahead with its tariff-reduction program at 
Torquay under the provisions of the General Agreement on Tariffs and Trade. 
Heretofore untried rate reductions are now proving disastrous. The American 
industry demands a stoppage of this destructive policy. 

In 1930, we had a tariff protection against foreign low-wage producers, the 
equivalent of 62.4 percent ad valorem. Unjustified and speculative reductions 
under the so-called reciprocal trade-agreements plan have reduced this protective 
factor to less than 27 percent. 

Imports of window glass have increased over 400 percent in 2 years. The 
imports are being broadly quoted and sold throughout the United States at 12', 
to 25 percent below the lowest American manufacturers’ price in the same market. 

In the case of thin giass (less than 16 ounces per square foot) used for scientific 
and pictorial purposes, imports have come principally from Czechoslovakia and 
ave doubled in the last 6 months. Thus, iron-curtain Czechoslovakia noy 
dominates the American market with a volume exceeding the entire America 
production at prices 25 percent or more below the best price we can make. Do- 
mestic manufacturers have less than 50 percent of our own market left and ar 
confronted with early extinetion. The present duty on this thin glass resulting 
from GATT negotiations is the equivalent of 11.5 percent ad valorem as ayainst 
85 percent as scientific glass in 1930. Why do we admit Czechoslovakia glass 
under any circumstances? It is a satellite country and our country shouldn't 
be shipping them anything else they convert it to war purposes. 

Is there t no end to this sacrifice of American industry to a fantastic 
of free trade? Where are we to go to save this industry for American capital 
and labor? 

We have no trade barriers except these low tariff rates. They must be main- 
tained intact, as we are confronted with a forced curtailment of building construc- 
tion, a limitation of automobile production, and drastic price competition from 
low-labor-cost countries which make competitive glass on the same machines w 
use. 

Our wage rates alone are 4% times the Belgian rates for identical work on the 
same make machines; and, vet, recent advices from Torquay indicate that the 
Belgian flat-glass cartel has a representative in Torquay constantly pressing the 
Belgian Government negotiators to stand fast in their demand for a further 2s 
percent reduction of our tariff, which even now fails to equalize the costs of pro- 
duction here and in Belgium All this, in spite of the fact that any reductio 
made would be given also to Czechoslovakia, which has unascertainable cost 
if any. 

If vou can help us in this, you will be doing a lot of vour old friends in the glass 
industry a good turn. 

Very truly yours, 


+} 


weorv 


W. M. B. (Brutus) Sine, 
In Charge of Sales, Forco Giass Co. 
Mr. Chairman, your committee has already had expert testimony 
from Mr. J. MM. Wells of Newell, W. Va., owner of the world’s largest 
pottery company, protesting the further renewal of this reciprocal- 
trade legislation. I want to emphasize Mr. Well’s testimony as to 
the growing hazard to his industry in my own State and in the Nation 
Mr. Chairman, when the initial Reciprocal Trade Agreements Act 
was adopted in 1934, the administration had the active support o! 
the Nation’s three great labor groups and at least a tacit acceptance 
from the country’s leading industries. That situation does not exist 
today. As a member of a subcommittee of the House Committee 
on Education and Labor, taking testimony on the effects on employ- 
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ment in this country as a result of mounting imports of oil from the 
Near East and Venezuela and Mexico, I heard our reciprocal-trade 
policy roundly denounced by representatives of both the oil industry 
and the coal industry. They were joined in this denunciation by both 
the oil workers’ union and by the United Mine Workers Union. At 
present, the daily imports of foreign oil exceed 1,000,000 barrels and 
is on the increase. In brief, their testimony was that this cheaply 
produced foreign oil was forcing a stopgap of domestic oil production, 
particularly in the independent oil industry, and that the cheap 
residual fuel oil resulting from these imports of crude oil was dis- 
placing coal as a fuel to such an alarming extent that this entire coal 
industry was threatened. 

Only recently, the Nation’s largest union group, the American 
Federation of Labor, at its national convention at Houston, Tex., 
adopted resolutions of protest against unfair wage and labor con- 
ditions as a result of the operation of our Reciprocal Trade Act. 
I offer a copy of these resolutions as exhibit E and ask that they be 
included in the record. 

Mr. Cooper (presiding). They have already been put in the 
record, | think. 

Mr. Battey. Mr. Chairman, in debate on the floor of the House in 
1945, in the first session of the Seventy-ninth Congress, I questioned 
a special provision in the treaty with the Republic of Mexico, and 
wanted to know why this provision was not in the other reciprocal 
trade agreements with other nations. I tried to write a cancellation 
clause in the 1945 renewal of the existing act, but failed. Despite 
the loss of my amendment, the gist of my amendment has been 
included in all the subsequent agreements. 

Mr. Chairman, I still insist that the so-called escape clause as it is 
now known, is unworkable and offers no relief to harassed domestic 
industry because an industry has to admit bankruptcy before it can 
even make a case before the Tariff Commission. 

Furthermore, as a result of the Geneva Conference, agreements 
were reached with other nations, over and above the authority con- 
tained in the basic Trade Agreements Act, that led to an embargo on 
import quotas except in the case of some agricultural products such 
as sugar, and so forth. 

I call the committee's attention to section 1 of article 9 of GATT, 
the General Agreements on Tariff and Trade, which is found on page 
22. Despite the fact that other nations have imposed import quotas 
and otherwise violated their agreements, America has stood by the 
terms of the trade agreements. In this connection, the only action 
taken has been the abrogation of the Mexican agreement. 

May I suggest that the committee give serious consideration to 
revising this escape clause and in so doing provide a system of needed 
quotas for those domestic industries endangered by uncontrolled 
imports. If this cannot be done, then the committee should recom- 
mend against the renewal of these trade pacts. 

In conclusion, Mr. Chairman, your committee should, in all fairness, 
before it reports this legislation, amend it in such form as to abrogate 
the existing treaty with Czechoslovakia. No defense can be offered 
by this committee for our continued favor to a Russian satellite 
nation. To do so brings us dangerously near to the point of aiding 
and abetting the enemy. If I recall correctly, there are criminal 
statutes against such action. 
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In conclusion, may I express the hope that there will be no disposi- 
tion on the part of this committee to ask for a special rule for this 
legislation when it comes to the floor for debate. If it is to be renewed, 
I insist that it should be only after extended debate and an opportunit\ 
to amend. 

Mr. Coorer. Does that complete your statement? 

Mr. Battey. Yes. 

Mr. Cooper. Are there any questions? 

Mr. Exsernarter. Mr. Bailey, I enjoyed your testimony to some 
extent. I notice that in 1947, referring particularly to sheet glass 
that is, window glass—that the production in the United States was 
over one billion pounds. Of those one billion pounds, we exported 
44,712,000 pounds, while we imported only 95,000 pounds. So, we 
exported 4% percent of our glass production and imported less than 
one ten-thousandth of 1 percent of our glass production. 

Do you think imports of less than one ten-thousandth of 1 percent 
of our production are ruinous to our window and _ sheet-glass 
production? 

Mr. Battey. The gentleman of the committee (Mr. Eberharter) is 
speaking now of window glass—sheet glass? 

Mr. Esernarrer. Sheet glass or window glass. 

Mr. BatLey. I thought I made it plain in my testimony that only 
in recent months has this importation of Belgian glass started in this 
country. For years it was not in any way at all affecting the recip- 
rocal agreements. Why it is being imported now, I cannot say. It 
certainly looks serious from the standpoint of this Czechoslovakian 
glass that is coming in —scientific glass—in that amount. 

Mr. Enernarrer. In 1927 the importation compared to our pro- 
duction was 14.9 percent, and in 1929, 14.3 percent of our production: 
whereas, in 1947, it was less than one-half of 1 percent of our produc- 
tion. It seems to me that does not justify the testimony you have 
been giving that it is ruining the glass industry. 

Mr. Battey. If the gentleman will refer to my previous testimon) 
on the situation in the glass industry, you will recall that we were 
dealing and my protests were dealing particularly with hand-made 
glassware. At no time did I offer it as a defense of the situation with 
regard to flat glass and plate glass. 

Mr. Erernuarter. That is the reason I paid attention to your testi- 
mony today when vou referred to sheet glass. 

Mr. Bartey. It did not exist at that time, but it does exist today. 

Mr. Ereruartrer. Then it has developed only in the last few 
months? 

Mr. Baitny. That is exactly right. 

Mr. Esperuarrer. | ask unanimous consent to have inserted in the 
record at this point the table of the Tariff Commission. 

Mr. Cooper. Without objection, that may be done. 

(The matter above referred to is as follows: ) 
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SHeet (Winpow) Gtass (Par. 219) 


TarLe 3.—Sheet (window) glass: United States production, exports, and imports, 
in specified years, 1923 to 1947 


[Quantity in thousands of pounds; value in thousands of dollars] 


| | 
Domestic Imports for ————— soma 
exports ! consumption 


Ratio (percent) of— 


Production 
Exports to Imports to 
production production 


Quantity 


Foreigr 
1923 42, 6.25 ‘ 
1925 7, 52 
1927 26.5814 
1y2y 5. G14 
1931 10, 307 
1933 10, 456 
1935 ; is, ISO 
1937 _. _ 380 
1038 316, 000 
lu3yu 326 
1443 5 oon 3, 24 | 
1046 000 3, 40 
1947 ° ‘ 000 16 40 


ofS ee mS 


Official production and export statistics reported in square feet and data con verted to pounds on the basis 
{ single-strenzth ratio: 1 square foot =1.16 pounds 
2 Not strictly comparable with statistics shown for other years, as small quantities of special types of 
glass other than sheet glass are included. 
From reports of domestic producers 
* Estimated. 
t Includes exports under lend-lease as follows: 1943, 849,000 pounds, valued at $49,000; 1946, 558,000 pounds, 
valued at $44,000. 
* Less than 0.05 percent. 
’ Preliminary. 


Source: Official statistics of the U.S. Department of Commerce, except as indicated. 


Mr. Reepv. Mr. Bailey, I compliment you upon your very fine 
statement in the interest of the people you represent. 

Mr. Battey. Thank you. 

Mr. Reep. Mr. Eberharter referred to the fact that there was only 
a small percentage of imports compared to your production here. 
You had quite a flood in Wheeling; did you not? 

Mr. Baitey. Yes, sir. 

Mr. Resp. Well, the amount of rainfall that made that flood and 
brought all of that disaster down there was only about a fraction of 
| percent of the water that fell in larger areas, but it did damage; 
did it not? 
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Mr. Battery. I would say in reply to you, Mr. Reed, that the gentle- 
man’s implication that this small amount of sheet glass in comparison 
with the total amount of glass manufactured in this country is an 
unfair comparison. I offered this in illustration of what was happen- 
ing in our sheet glass to show it is another phase of the glass industry 
that is being invaded by the reciprocal trade agreements program. 

Mr. Rerpv. What I am getting at is that a small percentage of a 
competing product coming into this country—say a carload or a 
shipload of butter coming from Denmark into this market—will! 
break the market on that article, although it may be only a very small 
percent, one-half of 1 percent, of the production of this country. 

Mr. Battey. That is right. 

Mr. Jenkins. Mr. Bailey, [ understood you to say the glass indus- 
try is a big industry in your State. 

Mr. Bartey. That is true. 

Mr. Jenkins. And [ think you said also that the glass people are 
today supported in their contentions by the coal organizations and 
also by oil. Is that right? 

Mr. Bartey. That is right. 

Mr. Jenntns. I would like to ask you how many Congressmen you 
have from West Virginia. 

Mr. Battey. Six. 

Mr. Jenkins. At the last election, they were all reelected; were 
they not? 

Mr. Battey. Yes, sir. 

Mr. Jenkins. They are all Democrats? 

Mr. Baivtey. They are. 

Mr. Jenkins. So it would seem to me that you folks out there 
have been running on the Republican platform. 

Mr. Baitey. Possibly so, but I never was a hypocrite politically. 
T advocated and let it be known throughout my district that I was 
opposed to the operation of reciprocal trade agreements because it was 
detrimental to my district and to my State, and [ still feel the same 
way about it. 

Mr. Jenkins. I want to say on behalf of a few Republican States 
we would be glad to admit you into our midst, especially into this 
contest. 

Mr. Bartey. Well, you came darn near getting a Republican into 
it. You had one opposed to me in the general election. 

Mr. Jenkins. One other question, and that is this: It has been 
suggested by those in the State Department that the course to pursue 
of those situated as you are in those areas is to kind of edge off in 
your production. 

Mr. Barttey. You would not go so far as to advocate that I turn 
Republican, would you? 

Mr. Jenkins. No; I did not mean to suggest that. Regardless of 
politics, I say it has been suggested by some of those in the State 
Department that industries such as you have been representing here 
that are complaining about it ought to recognize their position and 
sort of taper off, as it were, and lose themselves into some other in- 
dustry if they can. Now, then, it is impossible to turn a coal mine 
into anything but a coal mine; is it not? 

Mr. Battery. That is right. 
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Mr. Jenkins. And it is impossible to turn a glass factory into any- 
thing but a glass factory; is that right? 

Mr. BaiLey. You will recall IT was told by members of this com- 
mittee when I appeared here first in 1945 that the glass industry was 
just a little industry; that it only employed from 27,000 to 35,000 
people and just to forget about it; that they could change over to 
some other war material. 

Mr. Jenkins. Yes. Now, that is almost an insult to you, when 
you figure things out, because it Just cannot be done; can it? 

Mr. Baitey. It cannot. 

Mr. Jenkins. They suggest you run in a substitute or something 
like that, but the coal business is one business, the oil business 1s 
another, and the glass business is another, and they run on their own 
feet or they do not run at all. Is that not right? 

Mr. Batrey. The situation is such that five of our major industries 
are affected, and | do not know of any other State that has that 
many industries affected like West Virginia has. It is a particularly 
unhappy situation. 

Mr. Jenkins. You have been damaged very seriously, as I know 
vou have, and I sympathize with vou. 

Mr. Curtis. Mr. Bailey, | am glad you are here to speak up for 
these industries in vour district. It so happens that I represent a 
district where we also have the jeweled watch industry, and that 
story is well known to this committee. We also have out there the 
Cushman motor scooter, and its direct competitor is motoreyeles. 

Prior to the trade agreements program, it was the law in reference 
to motoreveles that if a foreign country charged a greater tariff than 
ours on motoreyveles, our tariff would be raised to that of the foreign 
country. In other words, that was reciprocity. But in 1934 that 
was repealed, and motorcycles are flooding this country, much to the 
detriment of the people I serve and the people who depend upon this 
industry for jobs 

Mr. Bairey. For the information of the gentleman of the com- 
mittee from Nebraska, Mr. Curtis, may | say I would much rather 
approach my opposition to this legislation on the ground that it is 
not economically sound and will not be an asset to our economy in 
normal peacetime conditions, which we have never had since its 
inception in 1934. 

Mr. Curtis. That is right. The contention of the State Depart- 
ment is that these imports are such a tiny portion of the total amount 
of property consumed that they are just insignificant. They are say- 
ing, in effect, if a man takes poison it won't hurt him, because it is 
just a small portion of the amount of food his body takes in. 

That is all. 

Mr. Cooper. We thank vou for your appearance and the informa- 
tion you have given the committee. 

Mr. Baitey. Thank you. 

Mr. Curtis. Mr. Chairman, I would like to ask unanimous consent 
to insert in the record a statement on motorcycles and parts and also 
a statement in reference to the tariff thereon. 

Mr. Coorer. Without objection, it is so ordered. 

(The matter above referred to is as follows:) 
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Motorcycles and parts (except tires and parts of glass): United States production, 
exports, and imports (total and by principal sources), 1939 and 1946-50 





| 
Imports for consumption 
, ; Yomesti  - 
Year | Production ! | — 
— All United | Czechoslo- 
countries Kingdom | vakia 
Quantity (number)? 
1939... 19, 000 | 3, O04 300 | aes 
igasé 25, 000 | 6, 114 9, 068 | 8, 506 
1947 + 30, 000 10, 159 15, 073 | 11, 674 3 
1048 ¢ 45, 000 6, 672 11, 809 7, 064 wy 
19494 _. 27, 000 3, 437 5, 261 4,474 | 2s) 
1950 (January to November)‘ (5) | $1,797 9, O65 7, 280 | 79 
Value ($1,000) 

| Foreign value 

| 

wae a 
1939... » (5) 1, 166 95 __ | eee 
loa ' (5) 2, 782 | 2, 253 2, 149 | 
1947 ¢ ‘ (5) | 4,872 | 4, 362 3, 705 | 2 
1048 ¢ (5) 4, 22 3. 88 3, 005 | 724 
19494 (5) 2. 909 2 mo 1. 771 aa 
1950 (January to November) (5) $1,713 3, 220 2, 759 | 198 








Estimated from trade sources. Excludes very light motorcycles, powercycles, and scooters. 
? Exports do not include inner tubes. 
3 Quantity does not include parts. 
4 Preliminary. 
5 Not available. 
6 January-October. 
’ Less than $500 


Source: Official statistics of the U. 8S. Department of Commerce, except as noted. 


MOTORCYCLES AND PARTS 


Motorcycles were dutiable under the Tariff Act of 1930 at 10 percent ad valoren 
parts (except tires, and parts wholly or in chief value of glass) were dutiable at 
25 percent. The act provided, however, that if any country imposed a greater 
duty than those mentioned above on motorcycles and parts imported from 1 
United States, an equal duty, but not exceeding 50 percent ad valorem, shou 
be imposed on motoreycles and parts imported into the United States from tha’ 
country. Under this provision motorcycles and parts imported from the Unit: 
Kingdom were dutiable at 334 percent. The Trade Agreements Act of 1934 
repealed this contingent provision, which had the effect of reducing the rate 
motoreyeles and parts to 10 and 25 percent, respectively 

The 10 percent rate on motorcycles is bound under the Geneva agreeme: 
The rate on parts was reduced to 15 percent under the United Kingdom agreen 
of January 1, 1939, and the 15 percent rate is bound under the Geneva agreeme 
The rates on both motorcycles and parts are listed for negotiation at Torqua 

On motorcycles imported into the United Kingdom, both the full and pre 
ential duties are 22% percent ad valorem, 

Mr. Jenkins. I should like to insert a table with reference to t! 
importation of glassware. 

Mr. Coorer. Without objection, it is so ordered. 

(The matter above referred to is as follows: ) 
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Blown table and art glassware, hand-made only: United States production and 
imports, in specified years, 1939 to 1950 


{Value of imports is foreign value in thousands of dollars] 


Ratio of im- 
ports to pro- 
duction 
(percent) 3 


j | Imports for 
Year Production! | consump- 
tion ? 


1939... , ; 4 . 37 19 
1946 ~— e wl 23, ° Ss 
1947 : 23, 2,3 10 
1948__ 22, 2, 10 
lg 2, 2f 12 
1950 2, § 18 


! Estimated. 

? Obtained by deducting estimated amounts of glass jewelry, television tubes, and pressed ware from 
total imports of pressed and blown glassware as reported in the official statistics. 

§ The ratios based on landed value of imports (foreign value plus duty and transportation costs) would be 
nearly doubled. 


Source: Industry reports and official statistics of the U. 8. Department of Commerce, 
REDUCTION IN RATE OF DUTY UNDER TRADE ACREEMENTS PROGRAM 


The average rate of duty on the different categories of table and art glassware 
has been reduced by a little over a third, or from about 60 percent ad valorem 
in 1930 to about 39 percent ad valorem in 1950. 


IMPORTS FROM CZECHOSLOVAKIA, POLAND, HUNGARY, AND FINLAND 


In 1949, over 28 percent by value of all United States imports of table and art 
glassware came from Czechoslovakia, Poland, Hungary, and Finland. In the 
first 11 months of 1950. over 22 percent of all imports came from these countries. 

Mr. Cooper. We shall recall Dr. Martin for some questions by 
members of the committee. Are there any questions? 

Mr. Curtis. | should like to ask a question. 

Mr. Cooper. Mr. Curtis of Nebraska will inquire. 


STATEMENT OF DR. ROBERT F. MARTIN —-Resumed 


Mr. Curtis. I have one or two questions with reference to your 
paper. On page 3 you say that Czechoslovakia has protested the 
application of the escape clause in this instance as an illegal violation 
of the agreement. Now, that being a country with a Communist 
vovernment, we are not surprised at that protest, but here is the 
thing that disturbs me. You say that an intersessional working party 
at the Torquay Conference is considering the matter. What does 
that mean? What is an intersessional working party? 

Dr. Martin. The Torquay Conference was suspended over the 
Christmas holidays and during that period a committee was appointed 
to consider this matter. It was called an intersessional committee to 
function between sessions while the Conference was not going on. 

Mr. Curtis. Who invited Czechoslovakia to that Conference? 

Dr. Martin. Czechoslovakia has been at all our conferences. 
Czechoslovakia was a participant in the GATT agreements, 

Mr. Curtis. I understand, but who called this conference? 

Dr. Martin. The State Department of the United States and the 
UN, 
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Mr. Curtis. And Czechoslovakia is definitely, so far as their gov- 
ernment is concerned—lI am not condemning the people—a part of 
the Communist world; is it not? 

Dr. Marrin. It is. At the time of the General Agreements on 
Tariffs and Trade it was practically behind the iron curtain, but we 
still negotiated reductions with Czechoslovakia reduced tariffs on 
chinaware. I might say that at that time Czechoslovakia was buying 
less than 5 percent of our imports of that particular class of china, 
but we still negotiated with Czechoslovakia and the concession was 
automatically given, of course, to 95 percent of the imports for no 
return concessions. 

Mr. Curtis. But the thing that disturbs me is that it is apparent 
that the State Department is using the trade-agreements program 
to build up the economy of Communist countries; whether it is 5 
percent or one-half of 1 percent, the fact that there are men in there 
with a will to do that is disturbing to this country. 

Dr. Martin. That reduction as to Czechoslovakia is still in effect, 
although our imports from Czechoslovakia are down to less than one- 
half of 1 percent. 

Mr. Curtis. I understand, Doctor. But the point is that we have 
people in the State Department who have the will and the desire to 
use the trade agreements to build up a Communist country? 

Dr. Martin. | have no doubt that the trade-agreements program 
is being used for other objectives than the icrease im trade. 

Mr. Curtis. I followed the colloquy between you and the gentle- 
men from Arkansas about whether or not you were damaged, and | 
wondered whether or not it was the intention of the admmistration 
to assure American industries that there would always be ample 
wars, so that they did not need to worry about this so-called peacetim: 
or normal time, when the situation would catch up with them. 

Dr. Martin. I think this is just part of the much larger movement 
on the part of the administration. We have heard, of course, fo: 
years and years and years about emergency after emergency after 
emergeney which required the Congress to delegate its powers to the 
Executive, just during the emergency each time. The emergency 
simply changes from one type of emergency to another and the dele- 
gation of those powers becomes just an automatic continuation. Now 
we have a new emergency, of course. 

In that connection, one of the big claims for this program when it 
was first adopted was that it was going to lead to world peace and was 
essential to world peace. We do not have world peace. But now 
we find that it is essential to the survival of the free world in war 
So, | think you will find that global excuses will be found for the 
continuation of this program regardless of what the situation is at 
the time. 

Mr. Curtis. That is all. 

Mr. Mason. | wanted to follow up that line of thought that tl» 
gentleman from Nebraska was just pursuing. We have had 10 years 
of a war economy; 5 vears of a shooting war—the first 5 yvears—and 
the second 5 vears has been what has been called a cold war. During 
that time we have spent something like 300 billion dollars to carr) 
on these wars. Now, because we have spent those 300 billion dollars, 
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neither your industry nor any other industry has been damaged very 
materially so far; and, as I gather the line of reasoning, it was this: 
You should not worry over the next 3 years or so because between the 
State Department and the Congress we will guarantee a war economy 
that much longer, and will continue it maybe for 10 years. 

Now, | wonder if the American people are satisfied with protecting 
our American industries from the damages of the reciprocal trade 
agreements by spending these hundreds of billions of dollars in a war 
economy. Of course, we must not overlook the lives that are involved. 
But that is the situation. And that is their alibi: that vou have not 
been hurt because we have been spending these billions and we propose 
to continue to spend these billions and to continue to incite war. 

Dr. Martin. Global statistics can also be very misleading. I think 
it has been pointed out that a very small percentage actually can 
have a tremendous effect upon a local area or a community where, for 
instance, a pottery is the source of the economic life of the community. 
It may represent only 2 percent of the whole; but, if it is knocked out 
it is no comfort to the citizens of that community to say that they 
should not worry because they are only 2 percent of the whole. 

Mr. Mason. That is all. 

Mr. Reep. Could you give me a list of the items that your industry 
produced during the last war for the Government? 

Dr. Martin. Yes, sir. That brings up a very important con- 
sideration. It is not necessary that an industry like the pottery 
industry produce war or defense products during peacetimes to make 
it absolutely essential in times of stress such as war. Actually, we do 
produce products used during the war, the same as we produce in 
peacetime. During World War Il we produced nearly 100,000,000 
pieces of china for the use of the Armed Forces but, because we had 
the kilns and we had the skilled artisans and we had the operating 
organization, we were able on frightfully short notice to turn out 
products that had never been heard of before. We turned out peni- 
cillin flasks, in a rush. We turned out jet exhaust sleeves, that had 
never been used before. We turned out steatite parts for radar. We 
turned out ceramic land mines, nondetectable land mines. At the 
present time, we are being asked to turn out a product that was not 
known before perhaps a vear or two ago. But if we did not have the 
skills, if we did not have the kilns, and the organization, we could not 
serve the Nation in time of war and time of stress. 

Mr. Reep. And without a market vou cannot do those things. 

Dr. Martin. Without a market, we cannot exist in the interim 
periods. 

Mr. Reep. That is all. 

Dr. Martin. May | insert this table for the record? 

Mr. Cooper. Without objection, it will be inserted. 

(The table is as follows: ) 
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Earthenware and chinaware tableware: United States production and imports in 
specified years 


| Ratio of imports 
to production 


Production Imports, fore | 


| 
' 
i 
value ! | eign value ? 


Foreign) Landed 
value | value 3 


| Percent! Percent 
_ —ae : $38, 326, 000 $4, 660, 000 12 | zs 
1946 5 88, 800, 000 | 4, 786. 000 | 6 | 
1047 * : . sabi : ‘ 110, 927. 000 7. 466, 000 | 7 
194s ¢ 118 400, 000 | 12 143, 000 10 
19049 ¢ call 102, 200, 000 13, 021, 000 13 
1950 §__ ‘ ’ Ae AEE 115, 000, 000 14, 400, 000 | 13 
' ! 


! Estimated from census and trade statistics. 
? Statistics do not include purchases by United States tourists abroad. 
3 Duty-paid. 
¢ Preliminary. 
§ Estimated. 
Source: Official statistics of the U. 8. Department of Commerce, except as noted, compiled by the | 
Tariff Commission, 
REDUCTIONS IN RATE OF DUTY 
The duty has been reduced an average of about one-half on about 70 percent 
of the 1950 imports of these items. 


SOURCES OF IMPORTS 

In 1950 about 44 percent of total imports came from the United Kingdom, 30 
percent from Japan (a much larger percentage in terms of dozens of pieces), 12 
percent from Germany, and 6 percent from Italy. 

Mr. Cooper. We thank you for your appearance and the informa- 
tion vou have given the committee. The next witness on the calendar 
is M. R. Garstang, counsel for the National Milk Producers Federa- 
tion. Mr. Garstang, please give your name and address and the 
capacity in which vou appear for the record. 


STATEMENT OF MARION R. GARSTANG, COUNSEL, NATIONAL 
MILK PRODUCERS FEDERATION, WASHINGTON, D. C. 


Mr. Garstanc. My name is M. R. Garstang. I am counsel for 
the National Milk Producers Federation, 1731 1 Street NW.,. Wash- 
ington, D.C. 

The National Milk Producers Federation is a nation-wide organiza- 
tion of dairy cooperatives, Its offices are located at 1731 I Street 
NW., Washington, D.C. It consists of 88 member associations and 
some 600 or more submember groups. ‘The members and submem- 
bers of the federation are cooperative associations engaged in the 
processing and marketing of milk and dairy products. —T hese « ‘oopera- 
tives are in turn owned and operated by approximately 425,000 farm 
families. About one-fifth of the milk or milk equivalent sold from 
farms in the United States is marketed by producers through coopera- 
tives connected with the federation. 

Federal legislation which may affect the income and standard of 
living of American agricultural producers, particularly those engaged 
in dairy farming, directly concerns these farm families and the 
cooperatives through which they act together to process and market 
their milk 
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The policy of the federation on netional legislation is determined 
at annual membership meetings. It reflects the viewpoint of pro- 
ducers and processors of milk from coast to coast and from the north- 
ern to the southern boundary of the United States. 

The following quotation taken from the resolutions of the federa- 
tion adopted last November at our annual neetimg in Minneapolis 
discloses the views and the concern of the dairymen over foreign trade 
policies and the Trade Agreements Act: 

‘The privilege of making trade agreements is vested by our constitu- 
tion in the Congress, because Congress in our three point system of 
government is representative of the people. Responsibility for the 
trade agreements and for their effect upon American industry and 
agriculture rests squarely on the shoulders of Congress. We believe 
Congress should accept this responsibility and should retain control 
over the trade-agreements program. We do not think it is necessary, 
in order to promote international trade, for Congress to turn over to 
the State Department without adequate reservation its power and 
duties with respect to trade agreements. 

“We favor an amendment to the Trade Agreements Act to require 
all trade agreements executed thereunder to be submitted back to 
Congress for approval before becoming effective. Such a provision 
would present no great difficulty with respect to trade agreements 
which are sound. Those agreements which are of such doubtful 
value that they cannot withstand the scrutiny of Congress are better 
left unexecuted.”’ 

The duty of Congress to know what is in trade agreements before 
the United States is committed to these agreements is much greater 
today than it was several years ago when they dealt primarily with 
tariffs. The general agreement on tariffs and trade was executed 
under the Trade Agreements Act without the prior and specific ap- 
proval of Congress. It deals with many important issues other than 
tariffs: such as committing the United States to a foreign trade 
organization; restricting the right of Congress to put into effect in 
this country farm programs based on a two-price system: requiring 
the admission of substandard imports, thus tending to impair domestic 
sanitary standards for foods; and restricting the right of the United 
States to protect its own citizens and its own industry from imports. 

Members of Congress have often been surprised to learn what is in 
the trade agreements to which in effect their names have been signed 
by the State Department under the broad powers of the Trade Agree- 
ments Act. 

Some time ago a Senate committee Was discussing a farm program 
calling for a two-price system under which agricultural commodities 
produced for domestic consumption would sell at a higher price than 
those produced for export to world markets. The Secretary of Agri- 
culture reminded the committee that the use of such a program would 
be contrary to the trade agreements. Some of the members of the 
committee seemed surprised to learn that the right of Congress to 
put into effect in our own country a two-price farm program had been 
bargained away in the general agreement on tariffs and trade. 

The use of a two-price system would be considered dumping under 
article V1, paragraph numbered 1, of the general agreement. Other 
nations which have signed the agreement and which would be affected 
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by our exports could retaliate by imposing antidumping duties. The 
use of production or manufacturing subsidies would run counter to 
paragraph numbered 2 of article VI under which other countries 
affected by our exports are authorized to retaliate by imposing counter- 
vailing duties. Any form of income or price support which operates 
directly or indirectly to increase exports or reduce imports would be 
contrary to article XVI of the general agreement. 

Import controls on fats and oils provide another example of the 
extent to which the hands of Congress have been tied under the too 
generous grant of power in the Trade Agreements Act. The Eighty- 
first Congress, recognizing the necessity for controlling = ‘+h imports, 
extended title ILI of the Second War Powers Act to July 1, 1951, for 
the purpose of authorizing such controls. 

However, to continue in effect after January 1, 1951, the import 
controls so authorized by Congress, it was necessary to first obtain 
the consent of the contracting parties to the general agreement. This 
was because article XX of the general agreement provides that 
import licenses essential to the orderly liquidation of temporary 
surpluses of stocks owned or controlled by the Government may no! 
be used after January 1, 1951, without the consent of the contracting 
parties to the general agreement. Other restrictions on the use of 
import controls appear in article XI of the agreement. 

Thus the Congress of the United States now finds itself in the 
position where it can no longer protect the interests of its own citizens 
by restricting imports into our own country without first getting per- 
mission to do so from the little ITO. 

Although permission was given to us at this time to continue import 
controls for 1 vear, on a limited number of items, it does not follow 
that similar permission can be obtained in the future, or can be 
obtained for additional items. We do not know how much we have 
had to bargain away for the present temporary right, nor how much 
we will have to bargain away for future consents. 

Congress cannot shed its responstbility for this condition by saving 
it did not know what the State Department was putting into the 
general agreement. It is the duty of Congress under the Constitution 
to know what is in treaties with foreign nations and to see that the 
interests of the American people are protected in such treaties 

The littl ITO is an international trade organization composed of 
all the nations which have signed the general agreement on tariffs 
and trade. It is officially known as the contracting parties. The 
United States has only one vote in this organization (general agree- 
ment, art. XXV, par. 3). The United States was committed to 
membership in the little 'TO without the specific approval of Congress 
but under the broad powers granted to the President in the Trade 
Agreements Act. 

A charter for a somewhat more permanent type of ITO was sub- 
mitted to Congress but was not approved. Only two nations, and 
one of them conditionally, approved the charter. Such an unenthusi- 
astic receiption for the ¢ charter and the trade policies which it proposed 
is convineing evidence that it lacked the sound, fundamental principles 
which would make nations eager and willing to adopt it. 

Nevertheless, the State Department has incorporated into the 
general agreement many of the principles of the ITO charter and has 
set up the same type of international organization in the little ITO. 
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We are concerned lest the balance of the ITO charter be put into effect 
by incorporating it into the general agreement in the negotiations at 
Torquay, England. Neither Congress nor the American people will 
know what is being put into the agreements being negotiated at 
Torquay until after the United States has been committed. 

We are concerned about the little ITO because it apparently has 
been set up as the international agency to administer and interpret 
the general agreement. Since many of the provisions of the general 
agreement are vague and indefinite the power of such an organization 
is tremendous. 

For example, the ‘‘escape clause’? which is being relied upon so 
heavily to save us from too drastic tariff reductions permits a tariff 
concession to be withdrawn if serious injury is caused or threatened 
to domestic producers as a result of the tariff reduction and as a 
result of unforeseen developments. Unless it can be shown that the 
serious injury caused is the result of unforeseen developments there 
can be no relief under the escape clause. 

It is our understanding that the Tariff Commission has construed 
this to mean that any serious injury to domestic producers is an 
unforeseen development. There is as yet no positive assurance that 
the contracting parties will abide by this interpretation, although it 
appears that they may. 

If the contracting parties should desire to nullify for all practical 
purposes the value of the escape clause, they have it within their power 
to do so. All they would need to do is to interpret it to mean that a 
nation making substantial tariff reductions must have foreseen a 
corresponding injury to domestic producers and that such a foreseeable 
injury cannot be relieved under the escape clause. 

Another example of the power which the contracting parties might 
exercise over the United States to compel us to adapt our foreign trade 
policies to its wishes appears in article XXIII of the general agree- 
ment. Under this article the contracting parties could apply penalties 
against the United States, even though we were complying with the 
terms of the general agreement, if the contracting parties concluded 
that our trade policies tended to nullify the spirit of the agreement. 

The foregoing examples of what has already been done under the 
broad authority of the Trade Agreements Act should be ample warning 
to Congress that the power ought not to be extended without prov iding 
some reasonable safeguard for its exercise. We think that as a mini- 
mum Congress should reserve the right to know what is in the agree- 
ments before the United States is committed to them. Otherwise 
Congress is in the position of being responsible for the agreements— 
but of having delegated to the President not only the right to negotiate 
them but also the right to put them into effect without first informing 
Congress what they contain. 

We cannot conceive of a businessman operating his own business in 
such a manner, vet there are few businesses where the effects of an 
agreement are as far reaching and important as those involved in the 
trade agreements. 

We urge the Congress in the extension of this act to retain final con- 
trol over the power to be granted. 

Mr. Mixus (presiding). Does that complete your statement? 

Mr. GarstanG. Yes, sir. 

Mr. Curtis. Mr. Garstang, you represent dairy farmers or the 
manufacturers of dairy products, or both? 
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Mr. GarstanG. The farmers, the producers. 

Mr. Curtis. Is it not true that the duty on butter has been reduced 
by trade agreement negotiations from 14 cents a pound to 7 cents a 
pound on the annual quota of 60,000,000 pounds? 

Mr. GarstanG. That is right. 

Mr. Curtis. That means that if they import more than 60,000,000 
pounds, the tariff goes to 14 cents on that amount, that is over? 

Mr. Garstang. That is right. 

Mr. Curtis. And is not 60,000,000 pounds almost three times as 
much as past imports in any one vear except 1920? 

Mr. GarstanG. That is true. It is also a sufficient amount on « 
delicate market to just tear it to pieces. 

Mr. Curtis. Do not the chief imports of butter usually arrive at 
New York City; that is one of the principal ports of entry? 

Mr. Garstrana. I think that would be true; | am not sure. 

Mr. Curtis. I believe it is. And is it not also true that the price 
received by dairy farmers for their products is geared to the wholesale 
price of butter in New York City? 

Mr. GarstanG. In a great many markets—— 

Mr. Curtis. I am talking about dairy farmers that are not in an 
organized milkshed where they have a local area for selling their 
product. 

Mr. Garsranc. Even in a great many of the milksheds which are 
subject to Federal orders, the price is set up on a formula which uses 
the price of butter as one of the elements of the formula and in a great 
many of the other markets that are not under Federal orders, a formula 
is used in which the butter prices plays an important part. 

Mr. Curtis. Would the arrival of a boatload of butter, or the 
knowledge that it is expected to arrive, depress the price of butter 
in that market which would, in turn, depress the price to the dairy 
farmers throughout the country? 

Mr. Garsrana. | have heard the managers of some of our coop- 
eratives say that one boatload of butter would upset the market, 
particularly if the market happened to be well supplied with domestic 
production at the time. 

Mr. Curtis. Because the seller who offers his product at the lowest 
price really sets the market? 

Mr. Garstrana. That is right. 

Mr. Curtis. At the present time butter imports are controlled 
through this section of the War Powers Act which you have read? 

Mr. GarstanG. That is right. 

Mr. Curtis. But if those controls are removed the situation that 
you have described would exist, would it not? 

Mr. Garstang. We were told at the Department of Agriculture 
about 2 or 3 weeks ago that there was considerable pressure on them to 
grant import licenses for butter. They are holding them down rather 
closely, but there are demands being made on them to grant import 
licenses for butter. 

Mr. Curtis. Is it not true that the duty on Cheddar cheese was 
reduced to 3% cents per pound, but not less than 17% percent ad 
valorem by the trade agreements negotiations at Geneva in 1948” 

Mr. Garstane. | do not have that information here, but thet 
sounds about right. 
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Mr. Curtis. And that is about one-half of the 1930 rate. I think 
you will find that is true. Do you know approximately what the 
imports of Cheddar cheese were in 1950? Were they not in the 
neighborhood of 15,000,000 pounds? 

Mr. GarstanG. It was 12,000,000 pounds for the first 10 months, 
so it would run close to 15,000,000. 

Mr. Curtis. Do you think that this duty reduction contributed to 
these large importations? 

Mr. Garstana. Yes, I am sure that it did to some extent. 

Mr. Curtis. That is all. 

Mr. Minis. Without objection, I will include in the record at this 
point a comparison of exports and imports on butter, cheese, milk, 
between 1939 and 1949, for the information of the committee; also 
information regarding oleomargarine and_ principal commodities 
subject to the duty quotas. 

Also 1 would like to include in the record at this point information 
regarding our trade with the Soviet Union for the last 5 vears and the 
same information with regard to Communist China, showing imports 
and exports over that period of time with both countries. 

(The matter referred to is as follows: ) 


Principal dairy prod ucts 


[1,000 pounds] 


Production Exports Imports 


1939 1949 1939 1045 1939 1949 


Butter 3 2. 656 
Cheese 7 1, 193, 415 1, 703 
Milk (condensed and evaporated 2,744, 597 | 3,860,893 | 20, 756 
Milk, dried whole 24, 472 129, 850 6, 575 
Nonfat dry milk solids 267, 917, 960 3, 911 


Source: Official statistics, Department of Agriculture. (1949 export and import 
ment of Commerce 
Oleomarqarine 
[1,000 pounds] 


Apparent Potal 


Production : 
consumption expe 


300, 100 


Official statistics of the U.S. Department of Agriculture 
? Official statistics of the U. S. Department of Commerce. 
Not available. 





49S EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


trade with China tn specified years, 1946 to 1949, and Janua 
Vovember 1950 


Imports for consumption Domestic exports 


Total from al! . ; Total to all 
countries ' countries 


104 $4, 824, 002, 000 7, 105,000 $9, 500, 184, 000 
1M47 ! §, (43, 345, 000 iH0, 000 >, , 000 
1S , 092, 082, 000 7, S61, 000 2. 43, 000 
1aty , 598, O58, 000 O7, GX, SA 000 
19050 (Jar rvern be , 87S, 022, 000 32, 281, 000 5, O00 

1050 
January ine 3, 777, 019, 000 < ww an. 808. NNN 
July 702, 602, 000 005, O00 742, 463, 000 
August S18, 075, 000 . 503, 000 749, SSS, 000 
September 828, 378, 000 846, 000 807, 535, 000 
October G13, 283, 000 7, 05, 000 SY 1, 669, 000 
ven r S44, WS 214, 000 967, 882. 000 


ial statistics of the U, S. Department of Commerce 


United States trade with the Soviet Union 


United States imports for consumption United States 
exports of 
domestic 
All products | Manganese ore Chromite merchandise 


. | 
16 $89, 165 $8, 243, 000 $4, 159, 000 | $350, 884, 000 
1047 2, 152. 6, 899, 000 8, 954), 000 45, 694, 000 
1048 1 ; 86, 186, 8, 243, 000 14, 024, 000 27, 507, 000 
149 . | 42, 463, 3, 845, 000 9, 933, 000 6, 434, 000 
1950 (9 months 29, 2 1, 924, 000 551, 000 


! Preliminary 
? In the first 8 months of 1950, the quantity of manganese ore imported from the Soviet Union was only 
60 percent of the quantity imported in the same period of 1949. 


Source: Compiled from the official statistics of the Department of Commerce 


Principal commodities subject to duty quotas 


1939 


Quantity Value (Quantity 


nound socks 100-pound 


1,000,000 bushels minimum 


moorte $2734. 000 
™ pounds. Over S234 


I 
Exports ,f12 2, 252, OOO 


Oo) pounds 


i} 
100 pounds | 
Over quota, 75 | 


Imports 780, 917 1. 2038. 000 


: | Exports 


per gallon for 
ver - 6! {Imports : 
ve ‘ta, 64 
ome See { Exports 48, 000 1. 640, 000 
per gallon for 


| Imports 1. 000 
ver quota, 55.6 3 


j exim rts 


10,000) 
’ Imports 


[Exports 
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Mr. Mixus. The next witness is Mr. John L. Coulter, representing 
the National Renderers Association. Mr. Coulter, please give your 
name and address and the capacity in which you appear for the 
record. 


STATEMENT OF DR. JOHN LEE COULTER, REPRESENTING THE 
NATIONAL RENDERERS ASSOCIATION, WASHINGTON, D. C. 


Dr. Covutrer. My name is Dr. John Lee Coulter, consulting 
economist, and | am appearing in behalf of the National Renderers 
Association. 

Mr. Minis. You may proceed. 

Dr. Courter. The National Renderers Association (formerly 
Association of American Producers of Domestic Inedible Fats) was 
organized in 1933 as a nonprofit trade organization and maintains 
national headquarters at 1424 K Street NW., Washington 5, D. C. 

The association has a total of approximately 275 member com- 
panies scattered from the Atlantic to the Pacific coasts and from the 
Canadian border to the Gulf of Mexico. These companies—largely 
single, independently operating establishments—are primarily engaged 
in the production of inedible tallow and grease but have as major 
joint products or byproducts such items as hides and skins, protein 
feeds, tankage, bones, and dried blood. 

Aside from meat-packing establishments which are not members of 
this association, there, are some 400 commercial rendering plants in 
the United States extending from Maine to Washington and from 
Florida to California. Needless to say, there are plants in every 
State of the Union wherever livestock are produced, processed, dis- 
tributed, or consumed. 

Our interest in the pending bill stems from the fact that the United 
States is unquestionably the leading nation of the world from the 
standpoint of number and classes of livestock, including poultry. 

Manv different kinds of animals are produced in great numbers in 
practically everyone of the 3,000 counties of the United States and 
on most of the more than 6,000,000 farms. Livestock of all classes 
are an important part of the domestic economy not only for the edible 
commodities they vield such as meat, dairy, and poultry, but also 
because joint products such as fats and oils, hides, and skins, bones 
and glands, ete., have a perfectly tremendous value when properly 
recovered. 

That the rendering industry itself is one of tremendous size is indi- 
cated by the fact that production during recent years has averaged 
about 2,000,000,000 pounds of inedible tallow and grease annually 
which, together with other products of this industry, would represent 
a gross annual volume over a period of years of not less than half a 
billion dollars. While the industry as a whole is big business, it is 
made up of hundreds of relatively small seattered companies and 
plants. Butter, a major dairy product, and lard, a byproduct of the 
pork-producing branch of agriculture, are the other two major animal 
fats or oils. 

It is not within the power of those engaged in this industry to 
artificially restrict the number or classes of animals produced on 
farms, or slaughtered, or which fall from accident or disease, nor is it 
within their power to control the percentages of meat or fats and oils, 
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or the yield of other joint products or byproducts which naturally 
flow from the livestock industry. In other words, the character of 
the industry is such that its members must be prepared for large or 
small volumes of raw materials since of necessity they must process 
all such materials made available. For this reason, among others, 
the domestic industry is peculiarly susceptible to injurious competition 
from floods of foreign fats and oils which periodically deluge our 
markets. 

This industry provides by far the largest proportion in all fats or 
oils used by the soap industry which is recognized as one of the leading 
producers of finished chemical products in this country. In addition, 
the rendering industry supplies tremendous quantities of material to 
other branches of industry. In passing, it should be noted that the 
rendering industry has been recognized as one of supreme importance 
during periods of war or preparation for national security because it 
provides the source for such strategic or critical materials as glycerine, 
as well as other special items. 

The livestock industry, which is served in many important ways by 
the members of this association, is recognized as the foundation of soil 
fertility and natural resource conservation. It is to be remembered 
that about half of the land in the United States is not in farms but is 
waste or forest land of great value as pasture. Furthermore, fully 
half of all lands in farms is primarily devoted to the production of 
pasture, hay, and forage crops. Most of this land is not adapted to 
the direct production of such human foods as cereals, grains, seeds, 
fruits, nuts and vegetables, vegetable fats and oils, cotton, tobacco, 
and other commercial crops. Furthermore, such crops as are grown 
commercially as feed for livestock are almost universally produced 
in rotation with cereals and other food or fiber crops, and it has been 
scientifically ascertained that the original soils under cultivation would 
have rapidly deteriorated as a result of overcropping and exhaustion, 
and loss from that process would have been supplemented by wind 
and water erosion had it not been for the livestock economy. In 
other words, the livestock industry is the sine qua non for the preserva- 
tion of soil fertility and conservation as well as the food supplies and 
many other useful commodities for the human race. 

Since the major function of members of the National Renderers 
Association is the production of inedible tallow and grease and anima! 
proteins from literally billions of pounds of material which otherwise 
would represent waste, it must be clear that this industry is important 
from the standpoint of sanitation and removal of many health hazards. 
It is a matter of record that the operations of the industry are very 
closely supervised and regulated by city, county, or State health 
authorities and it is now a general practice that members of the 
industry be bonded and otherwise licensed to assure diligent per- 
formance of this special type of assignment. Moreover, were it not 
for the existence of this industry, city, county, or State units of 
government would have to provide for collection and disposal of such 
wastes at great additional expense to the taxpayer. 

While not only eliminating the possibility of extra local tax assess- 
ments by their operations, members of the association pay very large 
sums of money annually to farmers, ranchers, feed-lot operators, 
meat packers, slaughtering establishments, retail meat shops and 
chain stores, hotels, restaurants, institutions, military establishments, 
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and even the homes of the Nation—through household grease-salvage 
programs—for the privilege of collecting these oil- and fat-bearing 
animal materials. Payments of this nature actually have the effect 
of lowering the cost to consumers of such primary articles as meat, 
dairy, and poultry products and also result in a somewhat increased 
return to the producers of the animals. 

This rather extended statement of the place of the National Render- 
ers Association in the national economy is presented in order to justify 
their request for opportunity to be heard when matters of such 
importance as this are pending before the Congress of the United 
States. 

Of course, the major reason for the great concern of members of 
this association is the fact that perfectly tremendous quantities of 
vegetable, animal, and marine fats and oils are produced in other 
parts of the world and compete in the markets of the world with such 
domestic fats and oils and products derived therefrom as may be 
exported. But even more important is the fact that a very large part 
of the billions of pounds of fats and oils produced in other parts of the 
world are the product of labor of such low living standards that the 
domestic as well as the world price structure for these commodities is 
constantly in jeopardy. 

Not only do American products meet in competition in foreign 
markets with like or similar products produced by people with low 
living standards, but because of the ease and low cost of water trans- 
portation the materials from which foreign fats and oils are produced— 
and/or fats and oils already extracted from raw materials in foreign 
countries—are a constant threat to the American market. The reason 
for this situation is the fact that there is a tremendous amount of 
interchangeability as between the foreign vegetable, animal, and 
marine fats and oils, and such domestic products as the inedible 
tallow and grease so largely produced in the United States by this 
industry. 

Unless the hearings now being conducted by this committee were 
extended over a period of many weeks it would not be possible to 
allow this association the time necessary to present the comprehensive 
technical, economic, and statistical data needed to establish the im- 
portance of general statements which have already been made. 

On another occasion this association had prepared a comprehensive 
statement consisting of SO printed pages under the title “Fats and 
Oils, Their Sources, Uses, and Markets, 1920-40."". This report con- 
tains detailed data on this subject down through 1943 and the early 
months of 1944. In this report will be found a detailed examination 
of the question of United States tariff duties and excise taxes in effect 
on July 1, 1939, just before the beginning of World War II and on 
January 1, 1945, just before the end of that war. In other words, 
that report brings us down to the basic date provided in the Trade 
Agreements Extension Act of 1949 and in the pending bill. 

We do not suggest anything more than reference to this intensive 
study and do not request the committee to reproduce these data as a 
part of our oral or written presentation at this time. We wish, how- 
ever, that the secretary of your committee would make note of the 
fact of this detailed study and the secretary of the National Renderers 
Association is prepared to furnish a copy of that study to each member 
of your committee. 
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We would state here only that from this study it will be noted that 
nearly every different commercially known class of fats and oils of 
domestic and foreign origin has been dealt with in the trade agree- 
ments which have been negotiated under the original Trade Agree- 
ments Act, as amended and extended. Because of this situation we 
have brought this study down to date; that is to say, we have com- 
piled in the briefest possible form necessary statistical and —— 
data covering the period from January 1, 1945, to December 31, 1950 
We believe that these data should be available to your eeiaes 
Nonetheless, we feel that it would require more time than vou can 
properly accord to us to present this supplementary material orally 
We would therefore request that this supplementary study be 
cepted by the committee for its information and printed as an exhibi' 
in connection with our testimony. 

Mr. Cooper. You desire to include that in the record? 

Dr. Coutrer. Yes; at the conclusion of my statement. 

Mr. Cooper. How much is it? 

Dr. Courrer. It is about 20 pages. There are some tables 
attached to the statement. 

Mr. Cooper. Without objection it will be made a part of th: 
record. 

(The statement referred to appears at the conclusion of Dr. 
Coulter’s statement.) 

Dr. Courter. While the Trade Agreements Act permits increases 
as well as decreases of not to exceed 50 percent, it is well known that 
in fact there have been no increases. The decreases are shown in 
detail in the 356-page report published by the Tariff Commission, 
entitled “United States Import Duties, 1950.” All items listed in 
paragraphs 52, 53, and 54 of the Tariff Act of 1930 are listed on pages 
12 and 13. Other items such as butter and tallow are in the agricul- 
ture schedule. Those subject to excise taxes are given in detail on 
pages 165, 166, and 167. The tax has been reduced, generally to the 
limit permitted on practically every item. 

Mr. Curtis. Could | interrupt for a question? 

Dr. Couttrer. Certainly. 

Mr. Curtis. You say every item on the agricultural list? 

Dr. Courter. Practically every item of all fats and oils, both 
tariff and excise taxes, have been reduced practically to the limit 
already. 

With this background before us we wish to state our views with 
reference to H. R. 1612 now pending before this committee. Our 
first conclusion is that in our judgment it would be better public policy 
for the Congress to permit the existing Trade Agreements Act to 
expire on June 12, 1951. In other words, our study of this subje 
during the entire period June 12, 1934, to date convinces us that the 
time has come to permit this particular approach to the subject of 
tariffs and trade to terminate. If that recommendation were accepte« 
then it would not be necessary for the Congress to pass any new fia. 
lation on this subject at this session. 

The question might at once be raised as to the status of the trad 
agreements which have been negotiated and the status of tariff con- 
cessions which have been made. General opinion seems to be that 
trade agreements in existence at the present time would continue to 
full operation. Those which have been withdrawn or canceled, such 
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as trade agreements with China and \lexico, have necessarily ceased 
to exist, but all other trade agreements would continue in full force 
and effect unless or until modified, withdrawn, or canceled according 
to provisions in the Trade Agreements Act during the period of its 
existence June 12, 1934, to June 12, 1951, and/or provisions contained 
in the trade agreements themse Ives. This would mean that all re- 
ductions in rates of duty as well as changes in the form of duty, 
changes in classification of commodities and other concessions in 
effect on June 12, 1951, including concessions reducing excise taxes, 
would continue in effect. This would include all concessions now 
being negotiated at the General Trade and Tariff Conference in session 
at Torquay, England. 

If the present act were permitted to expire, then sections 336 and 
516 of the Tariff Act of 1930 would presumably be restored to full 
force and effect insofar as they had or have application. In the case 
of concessions which have caused or which threaten to cause injury 
to domestic producers, these would be subject to review under the 
so-called escape clause which has been incorporated in all trade agree- 
ments negotiated since the time of the Mexican agreement in 1943. 
It has been our stated policy to require the inc ‘lusion of the so-called 
escape clause in all existing trade agreements negotiated prior to that 
date. Most recently Switzerland agreed to that modification in the 
United States-Swiss trade agreement. 

Entire trade agreements might be terminated in accordance with 
the provisions of ‘the law existing at the time of their negotiation and 
a incorporated in the individual trade agreements. 

At this point attention should be called to the fact that at the time 
of passage of the present Extended Trade Agreements Act, section 4 
provided for elimination of certain phraseology contained in section 
350 (a). When originally enacted the act stated as a principal purpose 
that the intention was “in the present emergency, in restoring the 
American standard of living, in overcoming domestic unemployment, 
and in overcoming the present economic depression, in increasing the 
purchasing power of the American public.’ It is highly significant 
that the Congress, in 1949, finally eliminated those expressions from 
the Trade Agreements Act. 

The principal reason for eliminating these stated purposes was that 
the United States Tariff Commission, in response to Executive Order 
9832 issued February 25, 1947, devoted more than a year to an investi- 
gation of this subject and in April-June 1948 issued a five-volume report 
of 615 pages in which, on page 94 of the summary, under the title 
“Effect of Trade Agreements on United States Agriculture and 
Industry,” they said: 

For any period, however normal and free from major economic disturbances, it 
would be very difficult to estimate with any exactitude the effects on United States 
industry as a whole of changes in the import tariff of the United States or in the 
import tariffs of foreign countries. For a period as disturbed politicaliy and 
economically as the 14 vears during which the trade-agreement program has been 
in Operation, it would manifestly be itapracticable to attempt to make any such 
estimate. In view of this, any discussion of the impact of the trade agreements 
ipon United States agriculture and industry must be in general terms. 

And on page 98, under the title “Conclusion,” they said: 

It follows from what has been said above that data are not available for measur- 
ing the net effects of the trade agreements program on United States agriculture 
and industry taken as a whole. It is difficult enough to do this for any individual 
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industry, as it is frequently impossible to isolate the effects of the trade agreements 
from the effects of other causes. Data bearing on the problem as regards indi- 
vidual industries are included in the Tariff Commission’s Summaries of Tariff 
Information now being revised for publication. The summaries will show for 
each article all the significant available data regarding the course of United States 
production, imports, and exports of the various commodities, and regarding the 
competitive conditions in the several industries. 

About 2 months ago Hon. Charles Saywer, Secretary of United 
States Department of Commerce, spoke feelingly on this subject: 

Of what significance is all of this for the exporter? While the exporter hax 
benefited by this developing program, we must be aware that new businesse.- 
have been created and strengthened abroad. While we have built foreign markets 
in connection with postwar reconstr iction we have at the same time fitted foreign 
businesses with the finest machinery the world can produce, and we have buil! 
up vigorous competition with our own domestie producers. We do not complain 
about this; we knew this was in the cards; and we are not afraid of competition 
It may be time, however, to appraise the world situation in the light of present 
day facts, undertake to analyze and appraise what has already been done, and 
relate future policy to its effect upon the United States as well as the world 
economy. 

These Tariff Commission conclusions with reference to effect of 
trade agreements on United States agriculture and industry are fully 
supported by export and import statistics compiled by the United 
States Department of Commerce. That Department has laboriously 

calculated and compiled index numbers covering quantities, prices, 
pe values of exports and imports, by years, covering an period o 
30 vears. 

Quantity of imports had fallen from an index of 131 in 1929 to only 
79 in 1932, a decrease of 52 percentage points, as a result of the world- 
wide economic depression which had started in certain foreign areas 
as early as 1925. Before the trade agreements became a_ possible 
factor the quantity of imports had increased from this index of 79 in 
1932 to 106 in 1935, an increase of 27 percentage points, or more than 
one-half of the decline. Then, during the 5 vears under trade agree- 
ments, before World War II (1935-39), the quantity of imports 
increased only from an index of 106 to 108. No doubt foreign prepa- 
ration for war helped to keep down exports to this country no matter 
how much we reduced our tariff rates. Other figures are equally 
lmpressive. 

The above statements should suffice as reasons why the present 
Trade Agreements Act should be permitted to expire, as now provided 
by law, on June 12, 1951, without further legislation. 

After June 12, 1951, outstanding trade agreements and rates of duty 
and other provisions contained in these agreements would be admin- 
istered respectively bv the State Departme nt, the Treasury Depart- 
ment, the Commerce Department, the Tariff Commission, or what- 
ever other ageney is now required by law to administer these provi- 
sions. 

In passing, it should be noted that reductions in effective rates of 
duty, accelerated by world-wide os inflation and other factors, have 
now brought the average rate of duty (based upon all dutiable com- 
modities imported) down to 12.4 percent for the month of September 
1950, the latest month for which official data are available. Un- 
doubtedly, a part of the reason for this extremely low average is the 
fact of inflated prices on dutiable imports, but it may be said without 
fear of serious contradiction that, on the average, all rates of duty on 
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dutiable imports have now been reduced in trade agreements not less 
than an average of 50 percent from those provided for in the Tariff 
Act of 1930. It would seem not unreasonable to suggest that agricul- 
ture, industry, and labor in the United States as well as in other coun- 
tries might very well be given a resting period while we observe what 
is to happen in the field of international trade during the vears just 
ahead. In other words, the world might very well be spared further 
conferences of the character of Geneva, Annecy, and Torquay for a 
period of at least a few years. 

If it should be the majority judgment of this committee and of the 
House of Representatives and of the Senate, with the approval of the 
President, that the present Trade Agreements Act should be further 
extended, for another period of 3 vears as provided in the pending bill, 
then we of the National Renderers Association desire to make a num- 
ber of concrete suggestions calling for amendment of the present act. 
The following are some of the more important points which we desire 
to suggest: 

(a) We believe that the Trade Agreements Act itself should more 
completely spell out directions to executive departments, including the 
Tariff Commission, with reference to the conduct of operations under 
the act. The subject is of such tremendous importance that they 
merit an attempt at a more detailed definition or direction rather than 
depending so completely upon such executive instructions as those 
under which they now operate. 

(b) We desire to reiterate a point which was made 3 vears ago to the 
effect that the Tariff Commission should more positively investigate 
and report the probable effects of further tariff concessions, and indi- 
cate at what point or points injury or threatened injury might come to 
domestic producers of any commodity as a result of further concessions 
(the peril-point provision of the act of 1948). 

(c) We believe that the so-called escape clause should be definitely 
spelled out in the act itself. This escape clause took form originally 
in the trade agreement negotiated with Mexico in 1943. It has never 
functioned efficiently. Under it, even though injurv or threatened 
injury existed, representatives of domestic agriculture, industry, and 
labor have been reluctant to make application for relief because of the 
fact that in the case of practically all of the first 20 requests made for 
relief the Tariff Commission denied the application and dismissed the 
proceedings. In only one case (and that was the very recent case of 
fur-felt hat bodies) did the Commission find justification for cancella- 
tion of concessions made in a recent trade agreement, and even that 
cancellation has not yet been permanently established since it has 
recently been referred to an interim committee by GATT in session 
at Torquay with instructions to report back to that body at a later 
date. 

(d) We believe that the act itself should specify the sort of investi- 
gation which must be made by the Tariff Commission with as great 
care as is now provided in section 336 when the Tariff Commission 
makes investigation for rate adjustments under the so-called flexible 
provisions. 

(e) We believe that representatives of domestic agriculture, in- 
dustry, and labor should be given an opportunity for full- fledged 
public hearing if, after the T ariff Commission has made its preliminary 
survey, it is still in doubt as to the conclusion which should be reached. 
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In other words, the Tariff Commission should be required to make the 
preliminary investigation and it should be made mandatory that a 
public hearing be arranged before the Tariff Commission would have 
power to deny the applic ation or dismiss the proceedings. 

(f) We believe that if an extension is made of the Trade Agreements 
Act, then section 516 as well as section 336 should be restored in order 
to give domestic agriculture, industry, and labor an opportunty to 
to seek judicial review. 

Members of the National Renderers Association are fearful that a 
simple extension of the so-called Trade Agreements Extension Act of 
1949 would carry with it approval of the General Agreement on Tariffs 
and Trade (GATT). We desire to call attention to the fact that 
under the general agreement there are provisions which make ji 
absolutely impossible for domestic producers of fats and oils (such as 
those produced by this organization) to secure any relief, however 
great the injurv or threatened injury may be. From March 1949 
until June 1950 the general market price for inedible tallow and grease 
had fallen to only about 5 cents per pound for extra or prime quality 
products. This was in spite of the fact that the price ceiling during 
the war vears had been established at 8.4 cents per pound for No. 
inedible tallow, 8.6 cents per pound for Prime or extra inedible tallow, 
and 8.8 cents per pound for A-White grease in carlots, f. 0. b. Chicago. 
In other words, prices were down to levels almost as low as those which 
existed during the depth of the world-wide depression, 1932-39, 
during which Congress provided for special excise and processing 
taxes, and in spite of the fact that the wholesale price index number 
for all commodities combined had advanced from a level of about 100 
during the war years under OPA price supervision to an average of 
about 169 in June 1950. 

Our investigation convinces us that the only method of dealing with 
this subject, in view of foreign low living standards and price levels, 
volume of imports, accumulated inventories, development of synthetic 
detergents and other factors, is to limit imports of foreign substitutes 
or somehow provide for a greater volume of exports of domestic 
surpluses. But present provisions under the General Agreement on 
Tariffs and Trade make it impossible to secure relief from the com- 
petitive impact of foreign interchangeable fats and oils. 

It will be enough here merely to note that article XI of the Genera! 
Agreement on Tariffs and Trade, under the title “General Elimination 
of Quantitative Restrictions,’ makes it impossible to develop any 
program to eliminate or reduce the injury to domestic groups involved 
One particular provision of article XI illustrates the impossibility o! 
seeking relief even by entering into an international commodity agree- 
ment. Article XI-2 (ec) (i) specifically provides that no import 
restrictions shall be imposed by the United States or any other country 
unless the same provision restricts the quantities of the like domestic 
product permitted to be marketed or produced. Anyone who under- 
stands the livestock industry, and particularly the industry conducted 
by members of the National Renderers Association, must readily 
see how impossible it would be (a) to restrict the amount of fat which 
cattle and hogs would accumulate as a result of eating grass or corn 
or (6) to develop a program to restrict the handling of the animal 
products which are the raw materials for the rendering industry. 
Cities, counties, States, and the Nation at large as well as housewives 
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generally would understand the impossibility of limiting domestic 
production of the marketing of such byproducts or joint products as 
inedible tallow and grease in order to enter into some agreement with 
some groups of foreign countries in an endeavor to stabilize the price 
structure disrupted by foreign surplus substitutes. 

There are other provisions in the General Agreement on Tariffs and 
Trade which are equally restrictive and prohibit their application to 
domestic conditions. The above is cited only as an illustration. We 
particularly fear that all of the general agreement might be legislated 
into existence if the pending bill for extension of the Trade Agreements 
Act should become law. 

While the pending bill has reference only to the Trade Agreements 
Extension Act members of the rendering industry wish it to be noted 
that they are equally concerned with the so-called customs simplifi- 
eation bill which was introduced during the last session and referred 
to this committee. This subject has again been brought to the 
attention of Congress and of this committee in the form of H. R. 1535. 
We wish it to be noted here that there were provisions in the bill 
introduced in the last session which would be particularly injurious 
not only to the rendering industry but also to the domestic producers 
of all types of vegetable and animal fats and oils 

Mr. Coorrr. Does that complete your statement? 

Dr. Covuirer. Yes. 

Mr. Cooper. Are there any questions? 

Mr. Reep. I have a few questions. 

Mr. Cooper. Mr. Reed of New York will inquire. 

Mr. Reep. I want to congratulate you, Dr. Coulter, for your state- 
ment and to thank you for passing over a few pages in the interest of 
of time. 

The Government witnesses have testified to the extension of the 
trade agreement and that the most-favored-nation’s clause to the 
iron curtain has no consequence, because of the very few items that 
are included in the agreements. 

I have some tables that I intend to have placed in the record, which 
show that contention to be entirely wrong. Have you anything to 
say on that subject, Dr. Coulter? 

Dr. Couttrer. Yes. As a matter of fact, while section 336 of the 
Tariff Act requires, in the case of any reductions, any increase in the 
rate of duties, requires that all American industries be contrasted with 
the principal foreign supplier, no such provision is found in the Trade 
Agreements Act, and therefore it often has happened that in negotiated 
trade agreements the negotiations have been with countries that were 
secondary and very minor suppliers, and the concessions have been 
extended to all other countries in the world. Sometimes it is to the 
country furnishing 90 percent of the imports, with one modification, 
that is to say, the President may refuse to extend the concession to 
any one country if it is found that that country discriminates against 
our exports. 

Mr. Reep. I notice here for Russia, in 1949, under the provisions 
of the trade agreement, 92 percent of the imports from Russia con- 
sisted of items on the free list in the trade agreement. 

For Communist China, 76 percent were dutiable imports and 
75 percent of the total free imports from China. 
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From other iron curtain countries, Poland, the percentage of the 
total dutiable imports, 80 percent; and 79.7 percent of total free 
imports from Poland. 

sulgaria, 96.5 percent of the total dutiable imports from Bulgaria: 
30.2 free imports. 

Manchuria, 99.8 percent dutiable imports, and 98 percent free 
imports. 

Rumania, 96 percent dutiable items, and 84 percent are free 
imports. 

Now here are some of the products which came in from Russia in 
1949, which benefited from the trade agreements: Cigarette leaf 
tobacco, unstemmed; glycerin, crude; household linens, including 
table damask, towels of flax. 

Here are some of the articles included in the imports from Ching 
under the trade agreements: Linen handkerchiefs, hats, straw, palm 
leaf: natural methol, straw braids, cotton handkerchiefs, and certain 
yrepared vegetables. And of the free imports, from China, who 
Cenchtad, silk, unmanufactured; citronella and anise oils. 

Now, Dr. Coulter, do you think it is a very good principle for us to 
follow with all of these tron-curtain products, in making trade agrev- 
ments with them, giving them the benefits from all of these conces- 
sions? 

Dr. Coutrer. No; I think that is one of the undesirable features 
of the negotiations which have been carried on, and which have been 
extended to all of these countries, and that is the fact that in the case 
of them, and particularly Czechoslovakia and Russia too. In periods 
like 1949 we actually imported items which if they had been shut off 
from us would have very seriously imperiled our national securit, 
program. 

For instance, glycerin is extensively produced as a joint product i: 
the inedible tallow-grease industry. The glycerin used by our ow: 
national defense program depends upon that. It is not a synthet\ 
commodity. Yet it is an article produced from that item, vet al! 
countries are given free right-of-way during wartime to cut us of! 
absolutely and leave our Government entirely without assistance 
which, practically speaking, destroys our tallow industry in ¢! 
country. 

It is one of the anomalies in this method of procedure, which is 
earried into GATT, or the general agreements. And it ts impossible 
for us to get around it without going through all of the trouble we hac 
2 vears ago in connection with Mexico, and even with carrying < 
negotiations with Czechoslovakia as to whether we have the right 
reduce the duty. It just does not make sense. 

Mr. Reep. Neither for the public nor the industry. 

Dr. Courter. I feel very definitely, and I want to stress this point 
that we feel that the retention of the Trade Agreements Act as it is 
will carry with it not only ail the rich concessions that are behin: 
but will carry with it everything that is in the general agreement> 
and that in turn it will bind us in so many cases so that we will abso- 
lutely not be the masters of our own economy. 

Mr. Reep. Because of the time limit, Dr. Coulter, I am not goin 
to ask more questions. Because of your knowledge of the subject | 
would like to have asked vou a great many more, but I would like to 
ask unanimous consent, Mr. Chairman, to insert in the record tl: 
statements showing some of the imports from these countries. 
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Mr. Coorer. Without objection it is so ordered. 
(The statements referred to follow:) 


United States imports for consumption from UU. S. S. R. in 1949° of principal 
commodities on which concessions were granted 
[Value in thousands] 
Value 

Total imports into the United States from U.S. 8. R___. $42, 463 
Total dutiable imports from U.S. 8. R . ; $10, 055 
Manganese ore. » - $3, 845 
Cigarette leaf tobacco, unstemmed lh aes S1, 866 
Plates, mats, linings, ete., of squirrel skin. : $1, 198 
Diamonds, cut but unset $539 
Glycerin, crude_ ;, , $354 
Household linens, including table damask, towels of flax, etc : $337 
Bristles, sorted, bunched, or prepared $271 
Hair of cashmere goat $216 
Feathers for beds S114 
Essential and distilled oils, n. e. s., not containing aleohol , $105 


Total of items shown above SS, 845 
Percent of total dutiz able items from U. 8. 5S. R 88 
Total free imports from U. 8. 8. R__- ; mae $32, 408 


Fur skins, undressed > $23, 950 
Chrome ore , $3, 933 
Sausage casings, sheep, lamb, and goat $1, 074 
Animal hair, unmanufactured $358 
Wool, unmanufactured (carpet wool $343 
Silk waste $148 


Total of items shown above $20, 806 
Percent of total free imports from U.S. 8. R 92 


1 Preliminary. 


Source: Compiled from official statistics of the U. S. Department of Commerce. 


United States tmports for consumption from China in 1949! of principal commodities 
on which concessions were granted 


[Value in thousands] 


Total imports into the United States from China_________- $97, 854 
Total dutiable imports from China - — - — —- , 386 
Bristles, sorted, bunched, or prepared __- i , 3, 528 
Linen handkerchiefs, embroidered, ete : », S65 
Feathers ae , 385 
Tungsten ore and concentrates : . , 219 
Hats, straw, palm leaf, ramie, hemp, ete é; , 328 
Cotton articles, embroidered, ete., with beads, or spangles, other than 
insertings, edgings, ete = : ee Te x 560 
Firecrackers : : aS ae ms , 411 
Egg yolks, dried_- : : — : 196 
Hair of the cashmere goat NP 091 
Nets and nettings of human hair j 902 
Menthol natural ; 835 
Straw braids, unbleached, ete k 790 
Vegetables, prepared, including horseradish, ete., n. s. p. : 778 
Cotton handkerchiefs, embroidered, ete____- ene : 744 
Total of items shown above zh 43, 632 
Percent of total dutiable imports from China. = : 76. 0 
Total free imports from China_ ~~ ----------- _. $40, 468 


! Prelimanary 
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United States imports for consumption from China in 1949 ' of principal commod- 
ities which concessions were granted—Continued 


{Value in thousands] Value 

Tung oil_ ; , 340 
Tin bars, blocks, pigs, 2 lee : 604 
Wool in bond for manufacture into — ts, ete...... , 5OS 
Undressed furs ; e : a 854 
Goat and a skins, dry and dry salted __ ; ; ; 805 
rc. . Ue 33 : =e : 186 
Cassia hee 9 ‘assia vera, ‘unground : 4 : , 244 
Silk, unmanufactured aS = $955 
Citronella and anise oils_ : $921 
Artistic antiquities, ete., other than furniture or silverware - $830 

Total of items shown above : $30, 342 2 

Percent of total free imports from (¢ ‘hina. __- 75 


} Preliminary. 
Source: Compiled from Official Statistics of the U. S. Department of Commerce. 


United States tmports for consumption from Poland in 1949 of principal commou- 
ities on which concessions were granted 
[Value in thousands] 
Value 
Total imports into the United States from Poland _ - - . $3, 155 
Total dutiable imports from Poland c $2, 583 


Hams, shoulders, and bacon_. ; : $824 
Feathers for beds : $385 
Glass Christmas-tree ornaments and other glass products ee ate $281 
Willow baskets and bags $21) 
Poppy seed : : $188 
Flax woven fabrics ‘ineluding table damask) - i , $179 

Total items shown above $2, 066 

Percent of total dutiable imports from Poland SO) 
Total free imports from Poland 2 


$214 
S106 
$131 


Naphthalene_ 
Peat moss, fertilizer grade- 
Aluminum serap ?_ _- 


$456 


Total items shown above 
Percent of total free imports from Poland ___.- 


Preliminary ‘ 
? Ordinarily dutiable but imported free of duty by public law. 


Source: Compiled from official statistics of the U. 8. Department of Commerce. 


T/nited States imports for consumption from Bulgaria in 1949° of principal 
modities on which concessions were granted 


{Value in thousands] 


Total imports into the United States from Bulgaria____- 
Total dutiable imports from Bulgaria_ _ - 
Cigarette leaf (other than Latakia leaf type) unste mmed_ 
Percent of total dutiable imports from Bulgaria 
Total free imports from Bulgaria 
Goat and kid skins, dry and dry salted 
Percent of total free imports from Bulgaria. 


! Preliminary. 
2 Imports of Rose oil amounted to $201,000. This was a nonconcession item. 


Source: Compiled from official statistics of the U. 5. Department of Commerce. 
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United States wmports for consumption from Manchuria in 1949 of principal 
commodities on which concessions were granted 


[Value in thousands] 
Value 

Total imports into the United States from Manchuria $739 
Total dutiable imports from Manchuria $516 
Bristles, sorted, bunched, or prepared $515 

Percent of total dutiable imports from Manchuria 99. 8 
Total free imports from Manchuria $223 
Fur skins, undressed $141 
Horse, mane and tail hair, raw $79 
Total imports shown above - __. $220 

Percent of total free imports from Manchuria 


! Preliminary. 


Source: Compiled from official statistics of the U. S. Department of Commerce. 
Nots.—Imports from Estonia ($275), Albania ($2,887), Latvia ($3,316), and Lithuania ($7,202) are 
insignificant. 


United States imports for consumption from Rumania in 1949! of principal 
commodities on which concession was granted 


[Value in thousands] 


Items Value 
Total imports into the United States from Rumania_ - - . _.. $595 
Total dutiable imports from Rumania__- nea , es _ $321 
Beet pulp dried___ * _____. ; : , : : Sa = "$206 
Feathers for beds__---- - - _- ; : ni athateai ...--. $103 


Total of items shown above : .. $309 
Percent of total dutiable items from Rumania_. 96 
Total free imports from Rumania_- ; $274 
Fur skins, undressed, total_- Pat 5 ae 231 
Percent of total free items from Rumania. b wat Selle: She, #8 S4 


' Preliminary. 
Source: Compiled from official statistics of U. 8. Department of Commerce. 


United States imports for consumption from Hungary in 1949 of principal 
commodities on which concession has been granted 


[Value in thousands] 
Value 
Total imports into the United States from Hungary 
Total dutiable imports from Hungary ----------- 


Feathers, except ostrich feathers aS 
Blown glass table and kitchen articles and ute nsils___ - 
Poppy seed __. Lire Dich aa tebe ctkee 
China and china ornaments, etc., decorated 

Cigarette leaf, unstemmed_- .- - --- ~~ ----- 


Total of items shown above__- - 
Percent of total dutiable imports from Hungary. 
Total free imports from Hungary- bet agian 


Furs, undressed _ : . nee 
Aluminum scrap ee ‘ 
Household and personal effects... _- 


Total of items shown above. 


Percent of total free imports from Hungary _- - - 


! Preliminary. 
? Ordinarily dutiable but imported free of duty by public law. 


Source: Compiled from official statistics of the U. 8. Department of Commerce. 
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Mr. Coorer. Mr. Kean desires to ask you some questions, Doctor. 

Mr. Kean. [I am interested in that last statement of yours. Why 
do you think that if we just have a mere renewal of this act it carries 
the implication that we are approving all sorts of regulations and 
things that they have put under GATT? 

Dr. Couvrer. We will have approved all the concessions which 
have thus far been made. 

Mr. Kean. No; we do not. What we do is give them power to 
continue for another 3 years. We have not approved what they have 
done. 

Dr. Coutrer. You would have for what they have done in the 17 
years. 

Mr. Kean. We have not approved at all; all we do is to give them 
the power to limit the duty, or to reduce the duty to a certain amount 
for the next 3 vears. 

Dr. Coutrer. No. In the trade agreements you authorize not 
merely the 50 percent change in rates, or change in the form of duty, 
or change in the classification of the commodity but such other regu- 
lations as may be deemed necessary by the President in order to 
implement or reject the concessions which are made. 

Mr. Kean. That is under the present law? 

Dr. Covvtrer. Yes, and that will carry with it, by this mere exten- 
sion—and it carries with it over 4,500 concessions Which have been 
made in rates and changes and in forms of duties available and in the 
changes in classifications and in any other rules or concessions which 
may be deemed necessary to umplement or carry the agreement into 
effect. 

Mr. Kean. But if we just approve this bill and stop there it would 
not be in any way an approval of what has already been done? 

Dr. Coutrer. Yes. 

Mr. Kean. But vour statement troubles me because there are a lot 
of things in GATT that I do not approve. 

Dr. Coutrer. It would carry with it not only the concessions of 
rates but all concessions and all agreements thus far, including 
Torquay; changes in classification, changes in quantity, duty, and 
other regulations of trade, included in the trade agreements which 
have been entered into; and GATT is merely a consolidation of all of 
the different concessions which they have made in the 42 agreements 
which have been entered into. 

Mr. Kean. But there is nothing in this bill that says we ratify 
what has already been done. 

Dr. Coutrer. Yes; I think by extending it as it now stands on the 
statute books vou ratify it, and certainly if the present act expired 
all of the concessions already made would still be in effect as long as 
the agreements were in effect, and every product under them would 
be affected as long as the trade agreements were in effect which makes 
it absolute, for instance, for this industry whose major product, 
tallow, for instance, has been brought down from 19 cents in 1947 to 
5 cents per pound during the 12 months before Korea, and why was it 
brought down? During the war we could not get cheap tropical fats 
and oils because of the war. The result was that there was very 
little coconut oil, for instance, for the soap industry. Happily the 
grease industry was expanded to take care of that and to take care 
of the glycerin requirements of the Government. The Government 
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went into the task of getting from the housewife every ounce of grease 
she had to spare because they wanted glycerin. It was the only 
source in the world. Now, what happened? From less than 60,000,- 
000 pounds of coconut oil available in 1945, the last year of the war, 
our imports in 1947 went up to 1,355,000,000 pounds, and over 
500,000,000 pounds of that went into the soap industry to displace 
several hundred million pounds of tallow and grease which was thrown 
down, down to the price levels which prevailed during the depth of the 
depression, 1932, 1933, and 1934 when this was passed. 

Mr. Cooper. Have you completed your statement, Doctor? 

Dr. Coutrer. Yes, sir. 

Mr. Cooper. We thank you for your appearance and the infor- 
mation you have given the committee, 

(The following report was submitted by Dr. Coulter for the record:) 


Fats AND OlLs, Sources, Uses AND Markets—120—50 


By Dr. John Lee Coulter, for National Renderers Association as of September 1, 
1050 


SUPPLEMENTARY REPORT 


Durirgz the early vears of World War II a comprehensive study was made of 
the subject indicated by the title of this memorandum, Several statistical tables 
were brought down as far as the year 1944. It was recognized, however, that 
some data pertaining to the war vears were less reliable and certainly less com- 
plete than statistics and economic interpretations covering the two decades 
1920-40. Because of the many quite extraordinary changes which have taken 
place during the 5 vears since official termination of World War II it now seems 
desirable to bring this study as nearly down to date as possible, especially since 
most data are now available down through the calendar vear 1949. 

In order to reduce the necessity for constant reference back to the original 
study several of the attached tables and much of the discussion in this supplement 
will refer only to developments during the past decade covering the war and 
postwar periods. 


Production of fats and oils from domestic materials together with imports and erports 
and parallel study of wholesale prices of selected fats and oils, both domestic and 
imported 

Table I attached hereto presents statistics pertaining to production of oils and 
fats from domestie materials together with imports, exports and net imports or 
exports. For purposes of price comparison the wholesale prices presented pertain 
only to coconut oil, cottonseed oil, inedible tallow, and refined lard, 

From the table it will be observed that total production of vegetable, animal, 
and marine fats and oils from domestic materials averaged between 7 and 8 bil- 
lion pounds each year during the long period between World Wars I and IT 
(1921-38). In no vear did the total pass the 8 billion pound mark. Since 1939, 
however, total production has exceeded 8 billion pounds during every year, and 
during the period 1939 to 1949 the total has increased from only slightly more 
than 8 billion pounds to almost exactly 12 billion pounds. This would represent 
an increase of nearly 50 percent during what may be called the war and postwar 
decade. 

During the long period 1921-38 imports, including oil content of materials, 
generally ranged between 1.2 billion pounds in 1922, 2.6 billion pounds in 1935, 
and 2.8 billion pounds in 1937. It will be noted from the table that there were 
wide fluctuations during the period of national and world-wide prosperity follow- 
ing World War I and the decade of world-wide depression which followed that. 

In contrast to the above, it will be noted that imports have not reached the 
2 billion pounds mark during any vear since 1938 and, in fact, imports during the 
last calendar year (1949) amounted to only 1 billion pounds or very considerable 
less than the average during the 20-year period, 1921-41. 

On the other hand, exports including reexports, decreased almost uniformly, 
from year to year extending from 1921 to the beginning of Worid War II. The 
maximum decrease was from 1,519 million pounds in 1921 to 338 million pounds 
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in 1938. There were, however, three intervening years (1936-38) during the 
period of the great drought and dust storms in the Great Plains and Corn Beit, 
during which exports reached their lowest level while imports reached their highest 
level. That particular development can clearly be attributed to lack of domestic 
materials during the drought vears. 

Since the beginning of World War II exports have increased irregularly from 
536 million pounds in 1939 to 2,328 million in 1949. This tremendous increase 
in exports may be attributed (a) primarily to the extraordinary expansion in 
production of soybeans and some other plants yielding large quantities of vegetable 
fats and oils, (6) to an extremely large increase in production of inedible fats and 
oils, especially inedible tallow and grease, and (c) to the recent decline in amount 
of these fats and oils used in the soap industry incident to the development of 
synthetie detergents. 

Resulting from the shifting position of imports and exports it may be noted 
that the net result shifted from a surplus of imports over exports of more than 
1 billion pounds in 1929 to the opposite position with an excess of exports over 
imports of more than 1 billion pounds in 1949. During the intervening years, as 
already noted, the excess of imports over exports was very great during the decade 
of the great drought of 1931-41. 

From part 2 of table I it appears that the Pacific seaboard wholesale price level 
for imported coconut oil ranged between 7.3 and 9.8 cents per pound during the 
prosperous era 1921-29. During the decade 1921-30 the average price exceeded 
8 cents per pound. The same may be said with reference to cottonseed oil and 
inedible tallow, while the price of lard averaged 5 or 6 cents per pound higher. 

Then came the world-wide depression. Notwithstanding the fact that the total 
quantity of production, imports and exports did not change radically during the 
decade of the depression of 1931-40, the world-wide price for all of the vegetable, 
animal, and marine fats and oils declined to extremely low levels. In most cases 
the price by 1932 was less than one-half the average price maintained during the 
previous decade. Thus, during 1932, the average wholesale price of inedible 
tallow fell to only 2.71 cents per pound, cottonseed oil to only 3.1 cents per pound, 
and coconut oil to only 3 cents per pound. Lard fell to an average of 6.25 cents 
per — or less than half the average during the preceding decade. 

Mention may be made here to the action of Congress, effective May 10, 1934, 
in which an excise tax of 3 cents per pound was imposed on the first processing of 
coconut oil, palm oil, and palm kernel oil (see sec. 602% of the Revenue Act of 
1934). While prices of these representative items increased substantially between 
1932 and 1941, the increases were not uniform and a considerable reason for the 
shifting of position may be attributed to the drought and wind storms in the 
Great Plains and Corn Belt. 

This brings us to the period of World War II, during which the Government‘ 
through OPA, established uniform price levels—8.6 cents per pound for inedible 
tallow, 11.0 cents per pound (including 3 cents tax) for coconut oil, 12.8 cents for 
cottonseed oil, and 15.6 cents for refined lard. 

Following abandonment of OPA price regulations prices advanced very rapidly, 
from OPA levels just indicated, to an average of 19.2 cents per pound for inedible 
tallow in 1947, 25.9 cents per pound for cottonseed oil, 25.6 cents per pound for 
refined lard and (in 1948) 27.3 cents per pound for coconut oil. 

The collapse in prices since the inflationary period following abandonment of 
OPA will be examined in greater detail on a later page of this memorandum 
That the extremely high price level during 1947 and 1948 was inflationary in 
character rather than due to any extreme shortage in total production and imports 
is indicated by the fact that (see table II attached hereto) per capita civilian 
disappearance of fats and oils had decreased only from 70 pounds at the beginning 
of World War II to 63 pounds during the last year of the war (1945). And by 
1947 and 1948 per capita civilian disappearance had been restored to former war 
levels, that is 69 pounds per capita. It may be said that this inflationary move- 
ment illustrates what may happen in the world more or less during periods of 
depression and boom, and may not be closely related to the situation as it applie= 
to individual commodities. 


Important changes in major groups of fats and oils—Domestic production, stocks, 
imports, exports, and domestic disappearance 

In table I data were presented only for total production from domestic materials 

without any attempt to segregate this total among edible animal fats, animal and 

marine soap fats and oils, edible vegetable oils, drying oils, and other industrial 

fats and oils. Furthermore, these data were not correlated with exports and 

imports, nor were they correlated with stocks of primary fats and oils in ware- 
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houses at the beginning and close of each year. Table I, however, did carry 
this back to the year 1921. It does not seem necessary in this supplementary 
study to make so detailed a report extending back over so long a period. There- 
fore, table II presents an average for the 5-year period preceding World War II 
(1937-41) together with each year during World War II and each year since the 
termination of the war. Having presented these data in greater detail the table 
likewise presents per capita details, food and nonfood consumption per capita in 
this country. 

From table II it appears that the total edible animal fats produced in this 
country from domestic materials was as great during the 5 years before World 
War II and the first 3 years of that war as they were during the last calendar 
year (1949). In other words, while there has been a very substantial decrease 
in the quantity of butter (from 2,211 million pounds in 1937-41 to only 1,692 
million pounds in 1949—a decrease of more than 500 million pounds) the increases 
in lard and other edible animal fats have been enough to make up for the decline 
in butter production. 

In sharp contrast, however, the production of animal and marine soap fats and 
vils has increased from 1,405 million pounds (average during 1937-41) to 2,245 
million pounds in 1949, This represents an increase of 840 million pounds on an 
annual basis during the 10 years 1940-49. This undoubtedly is an important 
reason for the extreme decline in tallow and grease prices during the last 2 vears— 
even more important than the recent development of synthetic detergents. 

Turning to total edible vegetable oils made from domestic materials, produc- 
tion has increased from 2,170 million pounds to 4,418 million pounds. In other 
words, in this particular group production has more than doubled. This, together 
with the last statement with reference to soap fats and oils, will help to explain in 
a later section of this memorandum the extraordinary increase in exports of 
inedible tallow and grease and of soybeans and oil during 1949. Production of 
drying oils likewise more than doubled, but the total is relatively small compared 
with the larger items to which reference has already been made. 

It might be though that a very large factor influencing the price structure would 
be found in an examination of the stocks of primary fats and oils on January | of 
each vear contrasted with the later vears covered by table II. It should be 
noted, therefore, that whereas stocks of primary fats and oils on December 31 at 
the beginning of the period covered was 2,303 million pounds, stocks amounted to 
only 2,118 million pounds on December 31, 1949. In other words, while it is true 
that stocks did decline more than 1 billion pounds between 1937 and 1946-47, 
none the less the recovery from that date has not been sufficient to bring stocks 
back to the level which prevailed a dozen years ago. 

The column with reference to exports is particularly significant in that it shows 
exports during 1949 amounting to 2,328 million pounds. This is by far the 
largest volume of exports from the United Sattes during any year of our history. 
It is necessary here only to refer to the extraordinary volume of exports of inedible 
tallow and grease and the similar tremendous volume of exports of soybeans 
and oil. 

Table II finally presents civilian disappearance in the form of per capita 
consumption during the same years for which other data are presented. It is 
significant that civilian disappearance during 1949 averaged 66.0 pounds per 
capita or as much as 2 or 3 pounds less than the four high years of record. When 
final details are available it may be that a considerable part of this may be ac- 
counted for by the shift from soap to synthetic detergents. Per capita disap- 
pearance in 1949 exceeded that during the last year of the war by only 3 pounds. 
The place of imports of fats and oils and oil-bearing materials in American industry 

In tables I and II total figures were presented for each year from the close of 
World War I through 1949 showing imports of fats and oils including the oil con- 
tent of materials imported. By far the largest individual item involved is copra 
and coconut oil derived therefrom. In passing it may be noted that nearly all 
of this commodity is imported from the Philippine Islands, undoubtedly because 
of the preferential or favorable treatment given to the islands during the past 
50 years. Imports of coconut oil plus the oil content of imported copra reached 
100 million pounds in 1922. That was practically equal to the quantity of 
inedible tallow used in the soap industry during that vear. During the 25 vears 
between 1922 and 1947 the quantity of imports of this commodity more than 
doubled although the increase was not steady or gradual, and perhaps even more 
important the imports of copra and coconut oil combined decreased to only 133 
million pounds during the first vear of World War II, after the Philippines were 
occupied by Japan. In fact, imports of copra alone fell to only 142 million pounds 
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in 1942 but recovery was so rapid after the United States occupied Japan in 1945 
that by 1947 imports increased to 1,355,000,000 pounds in a single vear. There 
ean be no doubt but that this perfectly extraordinary volume of imports during 
the last 4 vears was directly responsible for the collapse in the price of inedible 
tallow and other fats and oils used in the soap industrv. And undoubtedly the 
same may be said as to the decline in the price structure of other domestic veg 
etable, animal, and marine fats and oils. Thus, the average wholesale price for 
inedible tallow fell from 19.2 cents in 1947 to 6.3 cents in 1949. Cottonseed oi! 
declined from 25.9 cents in 1947 to 11.6 cents in 1949. And refined lard fell 
from 25.6 cents in 1947 to 15.1 cents in 1949. 

It should be noted, however, that the volume of imports in 1947 was the greatest 
during any year of our history and undoubtedly represented a salvaging of tre- 
mendous stock piles of copra which had accumulated in the Philippines. 

It was no more than to be expected that coconut oil immediately returned to its 
former position as one of the most important fats and oils in the soap industry. 
According to table ITI attached hereto the amount of coconut oil used in the soap 
industry increased from 59,353,000 pounds in 1945, the last vear of the war, to 
511,313,000 pounds in 1947. Whereas during the 20 vears before World War I] 
lauric acid oils, of which coconut oil holds first place, averaged 22.4 percent of ali 
fats and oils used in the soap industry, and fell below 20 percent in only 1 vear 
(1935), eoconut oil supplied only 5.7 pereent of the fats and oils used in the soap 
industry in 1945. But this percentage was again increased to 22.3 percent in 1947, 
or almost exactly the same as the average for the 20 vears preceding World War 
Il. Unquestionably the sudden extraordinary volume of imports (including a 
small amount of babassu oil from Latin America) displaced approximately 
300,000,000 pounds of slow-lathering hard oils including inedible tallow and 
grease. 

In 1944 a total of 1,820,746,000 pounds of slow-lathering hard oils were used in 
the soap industry, most of which was inedible tallow and grease. By 1946 this 
had fallen to only 1,265,207,000 pounds and during last vear (1949) the amount of 
inedible tallow and grease was about 1,345,000,000 pounds. 

Vable II] attached presents a reasonably complete picture of the problem of 
imports of copra and coconut oil for each vear from 1921 through 1949. 

There are three further significant points to which attention should be drawn 
The first one is that while imports of coconut oil, including the oil content of 
copra, reached its highest point during the 1 vear 1947, it has now fallen back 
during the vears 1948 and 1949 to approximately the level of imports which 
prevailed during the 5 vears preceeding World War II. Whether this suggest 
that production in the Philippines or elsewhere has now returned to a normal lev 
of production and export remains for further study. 

The second point of interest is that whe re as the price of cocor ut oil and ine oe 


] 
*t 


: t 
tallow averaged ap proximat telvy the same during the vear 1947 during which t 
transition was taking place, now for some time the average price of coconut oil ‘ 
been substantially 10 cents per pound higher than inedible tallow. Because of 
this price deferential the soap industry has during the last year considerably 
reduced the percentage of coconut oil used in the soap industry. The average has 
decreased from 22.3 percent in 1947 to only 16.7 percent in 1949. This is the 
lowest percentage indicated for any vear (except the war vears 1942-46) since the 
beginning of detailed records at the close of World War I. 

This situation prompts the inclusion of a supplementary table intended 
indicate other uses of coconut oil in American industry. Evidently while coconut 
oil and other laurie-acid oils are greatly favored in the soap industry up to an 
average of 22.3 percent, none the less when the price of these laurie acid oils is 
relatively high and the price of inedible tallow and grease is relatively low, th« 
lauric-acid oils move into other competitive fields. 

Table VI attached hereto, therefore, indicates for each vear since 1931 the 
amount and proportion of coconut oil used in the production of margarine 
shortening, and other edible and inedible products. 

While there undoubtedly is a very large degree of interchangeability it is appar- 
ent that there are special uses which are tremendously influenced by the price 
structure. 


to 


Fats, oils, and rosins used in the manufacture of soap 

Inasmuch as the soap industry furnishes the principal market with inedible 
tallow and greases, the major feature of this supplementary memorandum must 
necessarily be to make a quantitative examination of the different fats and oils 
which enter into the manufacture of soap and to note the extent to which fats and 
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oils other than inedible tallow and grease supplement or displace these two major 
items in the soap industry. 

Table V attached attempts to do this for each year during the entire period 
1921 to 1949, inclusive. This table is the same one as appeared in the original 
study except that Government agencies have materially revised or regrouped 
various items covering the vears 1939 to 1944, inclusive. And in the mean- 
time data have become available for each of the 5 vears since the original study 
was published. thus including all of the postwar years from 1945 to 1949. 

According to the revised figures, the total amount of fats and oils used in the 
soap industry reached its highest prewar level in 1939 with 1,843,704,000 pounds. 
The amount used during each vear from 1940 to 1949, inclusive, was greater than 
during the prewar year 1939. However, it was only very slightly greater during 
the first postwar year 1946 and now during the last calendar vear (1949) the 
total had declined to only 1,846,600,000 pounds or less than 1 percent greater 
than in 1939. In other words, whereas the population of the United States has 
inereased from 130,000,000 in 1939 to 150,000,000 in 1950, there has been literally 
no increase in the quantity of oils and fats used in the soap industry, and pre- 
sumably therefore no increase in the quantity of soap made. This does not 
necessarily indicate less interest in cleanliness. As a matter of fact, there is every 
reason to believe that the people as a whole show a greater interest in the proper 
use Of soap than during any previous period. This could indicate a very con- 
siderable increase in efficiency, particularly with the development of commercial 
laundries. The higher price might indicate an attempt at greater economy on the 
part of those who use most of the soaps in their homes and who use cleansing 
materials in laundries. While there undoubtedly has been some improvement 
from the standpoint of efficiency of soaps and from the standpoint of economy 
there is every reason to believe that a very large part of this relative decline in the 
use of fats and oils in the soap industry is due to the extraordinary development 
during the postwar vears in the production and use of synthetic detergents. 

This subject is relatively so new that official Government statistics which would 
make it possible to present pertinent details are not yet available. 

Because of the extreme importance of this phase of the subject the more im- 
portant data contained in table V are rearranged and presented in teble VI 
attached hereto. The points which stand out most prominently in this teble 
are: First, the notable deciine in the amount of inedible tallow and grease and of 
whale and fish oils and palm oil; second, the fact that substantial quantities of 
edible teliow and lard were used during the war vears, 1943, 1944, and 1945 and 
these have substantially now disappeared from the soap kettle; the third sig- 
nifieant feet is that wherees coconut oil had reached its hichest point in 1941 just 
preceding the outbreak of war (484,124,000 pounds). This had declined to only 
59,303,000 pounds by 1945, but thereafter increased to the highest point (511,- 
313,000 pounds) in our histor RBeeause of the use of eoconut oi] for other 
purposes and the relatively high price jevel, the amount used in the soap industr 
declined substantially in 1949. This decrease, however, wes in part accounted 
for by the deerease in the total amount of soap from 1947 to 1948 and aggin from 
1948 to 1949. It should be noted that this deerease occurred notwithstanding the 
extremely low price of inedible tallow and grease throughout the vear 1949. In 
fact, the rapid decline in prices of inedible tailow and grease began during the 
second month of 1948. The decrease in the Chicago price for inedible tallow was 
from 25.2 cents per pound in January 1948 to 9.2 cents per pound in January 
1949 and only 5.8 cents per pound in December 1949. The decrease in the price 
of grade A white grease, Chicago, followed very closely the decline just indicated 
in the ease of inedible tallow. 

It mav be thought from the discussion thus far presented that all, or prac- 
tically all, of the inedible tallow and grease produced in this country finds a 
market in the soap industry. Asa matter of fact, only about 80 percent of the 
inedible tallow and grease used by all industries is found among soap producers. 
This subjeet together with an examination of the problem of other uses will 
next be presented along with an examination of the extent to which these prod- 
ucts enter the world market. 


Factory production, factory and warehouse stocks, and apparent disappearance of 


tnedible tallow and grease 
Tables V and VI attached contain statistics abe gp to the soap industry 
during the long period of years from the close of World War I to the present date 
(1921-49). But our interest in the soap industry is limited to the extent to which 
that industry provides an adequate and profitable market for inedible tallow and 


’ 
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zrease. In other words, we have not approached the subject from the standpoint 
of soap as a part of the national economy or the use of soap in the United States 
compared with its use in other parts of the world. We have been concerned with 
the soap industry as an outlet for inedible tallow and grease. It is important, 
therefore, that two additional tables VII and VIII be presented in order to ex- 
amine total factory production of tallow and grease and the volume of factory and 
warehouse stock at the close of each year in order that we may see the percentage 
of tallow and grease which is used in the soap industry and the extent to which 
accumulated stocks may be a burden on the market. We must also examine the 
character and quantity of other products derived from inedible tallow and grease. 
These details are shown in table VIII. 

From table VII it appears that the average annual factory production of in- 
edible tallow and grease in the United States amounted to only 1,167,000,000 
»ounds during the 5-year period before the United States became a party to 
Vorid War Il. ‘The same table shows that production during last vear, 1949, 
reached the highest point in our national experience, that is 2,126,000,000 pounds. 
In other words, production of inedible tallow and grease has substantially doubled 
during the past 10 years. 

On the other hand, the amount of tallow and grease used in the soap industry 
increased only from 964,682,000 pounds average during the five-prewar years to 
a maximum of 1,529,933,000 pounds in 1944 when practically no foreign tropical 
or marine oils were available. In other words, these domestic products increased 
nearly 600,000,000 so far as the soap industry is concerned. But during the last 
calendar vear, 1949, the soap industry used only 1,345,597,000 pounds out of a 
total of 2,126,000,000 pounds produced. 

Another way to present this important point is to note that whereas before 
World War II the soap industry provided a market for 82.66 percent of all inedible 
tallow and grease produced, by 1947 only 77.44 percent of all tallow and grease 
went into the soap industry, and by 1949 only 63.29 percent was used in soap 
production. While it is true, therefore, that the amount of inedible tallow and 
grease used in soap production has increased nearly 400,000,000 pounds during the 
decade, nonetheless since total production increased nearly 1,000,000,000 
pounds, it is obvious that production has increased much more rapidly than 
consumption so far as the soap industry is concerned. 

It might be concluded that there must have been a tremendous increase in the 
stocks available in factories and warehouses. It should be noted, therefore, that 
whereas the factory warehouse supply at the end of the year during the prewar 
period was 355,358,000 pounds, that stock declined quite uniformly to only 
172,562,000 pounds by the end of the war, or at least by 1946 when new supplies 
of foreign oils commenced to become available. Since 1946 the December 31 
factory and warehouse stock has steadily inereased again. In fact, it doubled 
between 1946 and 1949, so that by December 31, 1949, it was back up to almost 
exactly the same figure as it had been 10 years earlier during the prewar period. 
It is significant, however, that factory and warehouse stock at the end of 1949 was 
only about one-half as much in relationship to total production as it had been 
10 vears earlier. Whereas during 1937-41 factory and warehouse stock repre- 
sented practically 30 pereent of annual production or nearly enough to supply 
industry for 4 months, the supply on December 31, 1949, was only about 1675 
percent of total production, or enough to supply industry 2 months. It would 
not appear that this should be considered a burdensome inventory. At least it 
should not be the outstanding factor to depress prices to the levels which have 
prevailed during the last 2 vears. 

Table VIII earries this analysis somewhat farther for the calendar vear 1949 
From this table it appears that none of the inedible tallow, whether crude or 
refined, or the grease produced by this industry, was used in the manufacture of 
edible products. In this connection, it is well to remember that not more than 15 
vears ago practically no whale oil was used in the manufacture of margarine and 
other edible products, and in fact at that time even palm oil was considered 
usable only for industrial purposes. 

From table VIIT it appears that during 1949 a total of 255,326,000 pounds of 
tallow and grease were used for fat splitting, hydrogenation, sulphonation, winter- 
izing, pressing, deodorizing, and other special processes. But this is even less than 
that used for corresponding purposes during war and early postwar years. Inas- 
much as this problem falls within the zone of scientific research the details pre- 
sented in table VITI may be found useful. 
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While no detailed analysis of this subject has yet been made available by Govern- 
ment bureaus for the calendar year 1949, it may be found useffi! to examine a pre- 
liminary tabulation subject to correction. This is done in table VIII. And it is 
found that the only substantial industry outside of the manufacture of soap is the 
production of lubricants and greases. But even this industry during 1949 used 
only 36,565,000 pounds of tallow and grease. This is less than the amount used 
during any of the five preceding years for which data are available. The other 
items such as chemicals, paint and varnish, linoleum and oilcloth, rubber, ink, 
and other specialties, are shown to have been relatively very small indeed as an 
outlet for inedible tallow and grease during the past year. The same may be 
said with reference to these items for earlier years so far as statistical data are 
found to be available. 

Foreign trade aspects of oils and fats situation 

During and immediately following World War I the United States regularls 
exported much fats and oils (including the oil content of exported seed such as 
cottonseed, peanuts, etc.). As late as 1924 exports exceeded imports by 113,- 
000,000 pounds. Over a long period of years the most important export item was 
lard. Exports of lard, including neutral lard, reached 980,000,000 pounds in 1922 
and 1,040,000,000 pounds in 1923. Average exports during the decade of 1920-29 
were about 800,000,000 pounds per annum. Daring the following 5 years this 
fell to less than 600,000,000 pounds per annum, and by 1935, following the great 
drought in the Corn Belt during 1934, exports fell below 100,000,000 pounds. 
Such large exports did not occur again until the war years 1942-45. Even during 
the last calendar year, 1949, lard exports only slightly exceeded 600,000,000 
pounds. In the meantime, the countries of Western Europe have perfected the 
production of margarine and shortening and now produce these commodities from 
the tremendous importation of tropical vegetable oils and oil-bearing materials. 
Margarine and shortening are likewise produced in great quantities from the im- 
ported whale oil. Undoubtedly, exports of lard during future years will meet the 
severest sort of competition from these products. 

During the past vear the Bureau of Agricultural Economies of the United States 
Department of Agriculture has completed a comprehensive revision of the export- 
import situation so far as fats and oils are concerned, and within recent months has 


published revised statistics covering the 5 years preceding World War II together 
with the 4 years of World War II and the 4 years since termination of the war. 
The following brief table presents a summary of the results: 


Foreign trade aspect of oils and fats situation 
[1,000 pounds} 
! 


| 


| Excess of (+ 
imports or (—) 
exports 


Imports of oil 
' and factory pro- 
duction of oil 
from imported 
materials 


Exports, reex- 
ports and ship- 
; ments to United 
States Territories 
] ' 


1937-41... ate , ‘ : 1, 974, 000 | 479, 000 | +1, 495, 000 
1942 ; 996, 000 946, 000 | +50, 000 
1943 929, 000 621, — 692, 000 
ioe 4 ; ld 990, 000 4 . } — 679, 000 
1945 ; ote : 902, 000 | ‘ 
al Blea Sa 819, 000 

1, 363, 000 

1, 265, 000 

1, 093, 000 





Before discussing the table in detail it should be added that whereas exports 
had declined to only 218,000,000 pounds during 1935 following the worst drought 
year, imports had increased to 2,590,000,000 pounds. In other words, imports 
exceeded exports by about 2,372,000,000 pounds. 

Imports during the decade 1930-40 were of such proportions and so greatly 
exceeded exports that the prices both of imported fats and oils and materials and 
of competitive domestic products fell to the lowest level in the recorded history 
of this country. By 1933 the wholesale price of coconut oil Pacific coast basis 
was down to an average of 3 cents per pound. The average price of cottonseed 
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oil was down to only 3.10 cents per pound for the vear 1932. Inedible tallow was 
carried down along with the other items and by 1932 the average wholesale pric 
Chicago was only 2.71 cents per pound. 

This tragic price collapse accompanying, as it did, the flood of imports and th« 
almost complete disappearance of exports, led to the special excise tax provisions 
of the act of 1934. The result of that act was to increase the average price of al! 
of these items about 3 cents per pound during the 5 prewar vears 1936—40. 

From the above summary table it will be noted that imports continued to ex- 
ceed exports during the 5 prewar vears 1037-41 by an average of 1,495,000,000 
pounds annually. During the war years, however, exports slightly exceeded 
imports. This was due both to a collapse in the volume of imports and substantia! 
expansion in the volume of exports. During the war period, however, selling 
prices were in effect under the general supervision of OPA. Thus, the fixed pric 
for coconut oil was 11 cents per pound, for cottonseed oil was 12.8 cents per pound, 
for inedible tallow 8.6 cents per pound, and for refined lard 12.8 cents per pound 

During the first three postwar years 1946, 1947, and 1948 foreign trade in fats 
and oils and oil-bearing materials was held to a minimum and the excess of exports 
or imports was not large. This was due to continued Government control policies 
On the other hand, with the removal of price control the prices of cottonseed oi! 
went up to an average of 25.9 cents a pound for the year 1947, inedible tallow to 
19.2 cents per pound, and refined lard to 22.5 cents per pound. Because of the 
perfectly extraordinary volume of coconut oil and copra imported during 1947 
the price of coconut oil did not go quite so high. The average for the vear was 
20.7 cents per pound. On the other hand, as a result of the tropical hurricane in 
the Philippines which forced curtailment of imports from the Philippines during 
1948 and 1949 the Pacific coast wholesale price of coconut oil averaged 27.3 cents 
per pound in 1948. 

Referring now to the last vear (1949) shown in the brief table on page 18, it wil! 
be noted that imports of all vegetable, animal, and marine fats and oils, including 
factory production of oil from imported materials, amounted to only 1,093,000,000 
pounds which was less (except for the five war years) than during any vear since 
1921 at the close of World WarTI. In other words, relatively speaking, the quan- 
tity of imports during 1949 was the lowest in nearly 30 years. This should not 
be taken to mean that the American market will not again be flooded with low- 
priced tropical and marine fats and oils or oil-bearing materials. It must be borne 
in mind that imports reached 2,770,000,000 pounds in 1937. While at least a smal! 
part of this was undoubtedly due to the shortage of fats and oils in the United 
States on account of the continued drought in the Corn Belt during 1936, nonethe 
less we should be prepared to face a volume of imports during the vears just 
ahead of us at least double the imports during the last 8 vears (four war vears and 
four postwar years). In other words, as prices of domestic fats and oils have been 
extraordinarily low since the decline began about 2 vears ago, these low levels 
must be attributed (1) to the extraordinary production of vegetable and animal 
fats and oils in the United States; (2) to the development of synthetic detergents 
and other substitutes; and (3) to the extraordinary program of exports found to 
be necessary in order to get rid of accumulating surpluses. 

As a matter of fact, while imports exceeded exports by an average of about 
1,495,000,000 pounds annually during the 5-year prewar period 1937-1041 
exports last year (1949) exceeded imports by 1,235,000,000. Thus, on the on 
hand, the industry finds the probability of a tremendous new expansion of im- 
ports, and on the other hand the equally difficult problem of either reducing 
production in the United States or of facing the extremely difficult situation of 
selling great quantities of oils and fats in the foreign market. 

In connection with the foreign situation it must be borne in mind that there 
is still very great unrest in most of the tropical areas where surpluses are usually 
yroduced. On the other hand, there continues to be a tremendous market in 

Vestern European countries which have not yet reestablished normal production 
or sources of supply to make up local deficiencies. 

Because of this extremely difficult, although probably temporary, situation a 
special section of this memorandum (including tables A, B, C, D, and E attached 
hereto) seems to demand examination. 

In these tables there will be found quantities and values of imports and of 
exports of practically every different vegetable product and vegetable oil or fat 
either imported or exported during each of the four calendar vears 1946, 1947, 
1948, and 1949. 
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The same is true with reference to imports and exports of animal products. 

We need not here discuss these five tables in detail except to note the following 
few illustrations of unusual performance. These illustrations, however, will 
indicate some of the things which not only have happened but which may happen 
again and which may vitally affect the price structure: 

(1) During 1947 imports of copra amounted to 1,355,321,000 pounds. This is 
the largest volume of imports of copra in the history of the Nation. Because of 
price maladjustments, however, the dollar value of imports have been greater in 
other years. (See table A for details with reference to copra and other oil-bearing 
vegetable materials 

(2) Over a long preceding period the United States imported an average of 
something like 20,000,000 bushels of flaxseed but seldom imported any substantial 
amount of linseed oil. During the recent period practically no flaxseed has been 
imported because of Government policies which need not be described here in 
detail. On the other hand, imports of linseed oi! during 1046 and 1947 averaged 
more than 100,000,000 pounds per year. 

(3) Over a long period of years the United States depended upon Southeast 
Asia for practically all requirements for tung oil. During the Japanese occupation 
imports of tung oil fell to extremely low levels. Then during 1947 and 1948 
imports returned to something like 125,000,000 pounds per year. But now 
because of the Communist civil war in China imports have again fallen to very 
low levels. 

(4) From the time of World War I until recent years the United States im- 
ported substantial quantities of soybeans and/or soybean oil especially from 
Manchuria. It is well known that Manchuria was and probably still is the world’s 
leading source for these commodities. Now, however, during 1949 the United 
States exported 1,401,639,000 pounds of soybeans together with more than 
350,000,000 pounds of sovbean oil. Ridiculously enough, considerable quantities 
of these soybeans and oi! have gone from the United States to Japan while Man- 
churia, across a narrow body of water, is looking for a market. 

(5) From table E it will appear that exports of lard, including neutral lard, 
again passed 600,000,000 pounds during 1949. This may be one of the most 
difficult markets to continue to hold. 

(6) Perhaps most extraordinary of these illustrations is indicated on table E 
where it appears that during 1949 the United States exported 387,109,000 pounds 
of tallow (mostly inedible) and in addition exported 63,545,000 pounds of 
inedible greases (other than wool grease). Thus, it appears that during 1949 the 
United States exported considerably more than 1,000,000,000 pounds of animal 
fats and oils. 

Price study of representative foreign and domestic fats and oils 

It goes without elaborate argument that all, or at least most, of the statistical 
data and economic study presented in the preceding pages and the tables 
attached have for their purpose a better understanding of the price structure, 
especially of inedible tallow and grease. Before concluding this supplementary 
report, however, it seems desirable to add the following page which presents some 
of the more outstanding price data including comparison of the wholesale price 
of inedible tallow with refined lard on the Chicago market and with cottonseed 
oil and with coconut oil. 
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Price study: Representative foreign and domestic fats and oils—average for 5 yea 
prewar period, 1935-39; single years 1944-49, December in 1947, 1948, and 1949 
and months during 1949 and 1950 


{Wholesale prices—cents per pound] 


. ‘ Cottonseed Inedible Refined lard 
{ 
f ae oil, crude- | tallow, prime 1-pound 
Pacific coast. "KS. south- | or extra, car- cartons 
. eastern mills | lots, Chicago Chicago 


1935-39, 5-year average 6.6 
Individual years 

low 

1945 

146 11.2 

147 19.: 

1048 26. 25. < 16. 

lyay ) 6. 
December 1947 2 
December 1948 23. : : 1 
December 1949 
By months, 1949 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 
By months, 1950: 

January 

February 

March 

April 

May 

June 

July 

Aug. 24 


8.6 
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te 


Fe Ave 


So Beo 
Sloe Sr 
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ee ee) 
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ae 


A first glance at the table on the last page indicates that the average wholesale 
price of prime or extra inedible tallow on the Chicago market during the 5 years 
preceding World War II was 6.6 cents per pound. The table also indicates that 
the average for the full year 1949 and the first 6 months of 1950 was likewise ver) 
close to 6.6 cents per pound, 

Under Government control the price of inedible tallow was fixed at 8.6 cents 
per pound and that is substantially the price during recent days. However, it 
should be noted that the wholesale price index for all commodities in the American 
market throughout 1948 and 1949 and thus far in 1950 has been at least 60 percent 
higher than average prices during OPA days. In other words, in order for the price 
of tallow and grease to be in line with all other commodities, it would be necessary 
for that price to advance to approximately 14 cents per pound. 

On the table it appears that there has been an increase in the price of inedib\ 
tallow from 6.2 cents average for April of this year to slightly more than 8 cents 
during the current month of August. This increase of 2 cents must not be per- 
mitted to conceal other significant facts. Thus, there was a corresponding increase 
during 1949 from 5.2 cents per pound in April to 6.9 cents in August. A similar 
advance during 1949 took place in the case of fine lard from 13.6 cents per pound 
to 17 cents. Likewise during 1949 there was an increase from 11 cents in Apri! 
to 15.2 cents in August. Attention is called to this fact only because it may be 
characteristics of seasonal price changes and may not be related to any present 
war or threat of war, or any present shortage, or any sudden increase in demand 

Some of the points which must be kept constantly in mind as supplementary 
study continues are: 

(1) That we should bear in mind the tremendous increase in production of 
important items including inedible tallow and grease and soy beans. These ar 
now both on a heavy export basis, and the question whether the export market 
can or should be preserved is a matter for further study. 

(2) Second in importance is the fact that since return of peace the Americar 
market has again been adequately or even excessibly supplied with tropical vils 
or oil-bearing materials. And production of coconut oil, palm and palm kernel! 
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oils and other items is now on the increase. This increase can go forward to the 
point where literally billions of pounds of surplus may become available. 

(3) During the 5 years since the technical end of World War II inventories or 
stocks of the major items in the fats and oils group have been steadily increased 
until they are now back substantially to the level which prevailed before the 
beginning of World War II. 

(4) Perhaps fourth in importance is the fact that (since World War II) American 
industry has attempted on a large scale to introduce synthetic detergents and 
other substitutes for products depending largely upon fats and oils. This is the 
normal result of wartime difficulties and postwar price inflation. These new 
products are not merely a supplement to the former products nor are they needed 
in order merely to keep up with population increase. Apparently they have 
already commenced to make heavy inroads in the former market for such products 
as soap. 

(5) A fifth point of extreme importance is whether the foreign market will 
continue to demand such tremendous shipments of lard, tallow and grease, sov- 
beans and oil and other fats and oils or oil-bearing materials during the years 
following the expiration of the so-called Marshall plan and ECA funds. There 
is nothing to indicate that point 4 or the military programs will continue to 
eall for large contributions of the taxpayers’ money to support exports of these 
commodities after HCA funds are exhausted. It would seem more likely that 
tropical and other foreign areas will presently be in vigorous competition with 
each other for the European markets and be able to ship literally billions of 
pounds of these products to the American market. Because of these prospects 
continued study of such Government proposals as the charter for an interna- 
tional trade organization movements presently on foot to remove processing 
taxes which were instituted in May 1934, and the continued reductions in tariffs 
and excise taxes would seem to be in order. 


TaBLeE I.—Production of fats and oils from domestic materials together with imports 
and exports, 1921-49 


; | Wholesale prices, selected fats and oils, 
Production Imports in domestic and imported 
from do- cluding oil 

mestic | content of 
materials | materials 


Exports Net im- 
and re- ports or ¢s eee 


exports exports Coconut Cotton-  Inedible | Refined 


oil! seed oil tallow lard 


Thousands | Thousands Thousands Thousands Cents per Cents per Cents per | Cents per 
of pounds | of pounds | of pounds of pounds pound pound pound 


6.23 5.31 | 
ww 6. 40 
9. 80 7.64 
15 su 
9.33 24 
¥ 44 10 


6, 512, 000 S28, 000 
6, 569, 000 , 200, 000 
7, 219, 000 472, 000 
7, 656, 000 249, 000 
7, 520, 000 , 438, 000 
7, 825, 000 658, 000 
7, 260, 000 678, 000 
7, 737, 000 673, 000 OSS, 000 + 585, 000 
7, 894, 000 177, 000 , 135, 000 +1, 042, 000 
7, 624, 000 834, 000 931, 000 +903, 000 
7, 540, 000 720, 000 852, 000 +868, 000 
7, 687, 000 313, 000 837,000) +476, 000 
7, 813, 000 | S05, 000 825, 000 +980, 000 
7,311, 000 481, 000 620, 000 +861, 000 
6, 179, 000 590, 000 218,000 +2,372, 000 | 
7, 089, 000 , 284, 000 237,000 +2, 047, 000 
ee : 6, 998, 000 . 770, 000 263, 000 +2, 507, 000 
1938 _ . 7, 774, 000 | S42, 000 338, 000 +1, 504, 000 
SN éns ee &, 211, 000 798, 000 536,000 +1, 262, 000 
1940 8, 725, 000 | 707, 000 422, 000 | +1, 285, 000 | 
1941... : 9, 333, 000 , 967, 000 640, 000 +1, 327, 000 
1942. _. | 9,917,000 | ¥96, 000 046, 000 +50, 000 
1443 10, 668, 000 929, OO , 621, 000 — 62, 000 
lw 10, 696, 000 ¥90, 000 , 669, 000 —679, 000 
1945... 9, 442, 000 | #02, 000 , 198, 000 — 206, 000 
1946 8, 802, 000 819, 000 919, 000 — 100, 000 x0 
M47 10, 049, 000 1, 363, 000 045, 000 + 36S, 000 90 20 
IM4s 10, 532,000 | 1, 266, 000 Ss, 000 +278, 000 2. 25. 30 00 
May 11, 961, 000 1, 093, 000 2, 328, 000 | —1, 235, 000 | 7 11.60 6.30 15. 10 


519, 000 — 691, 000 
230, 000 — 30, 000 
440,000 | +32, 000 
362, 000 — 113, 000 
095, 000 +343, 000 
069, 000 +589, 000 | 
074, 000 +604, 000 
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' Excise tax of 3 cents per pound on first processing of coconut oil, palm oil and palm-kernel oil, (sec. 6024, 
Revenue Act of 1934, effective May 10, 1934) has been added to price as originally quoted 


Source: U. S. Department of Agriculture Statistical Bulletin No. 59, May 1937. For later years see 
Agricultural Statistics Annual, published by U. 8S. Department of Agriculture, 142 et seq 
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TaBLe VII.—Inedible tallow and grease, 10-year record (1940-49) of factory pro- 
duction, factory and warehouse stocks, Dec. 31, and apparent disappearance in the 
United States 

[All items in 1,000 pneny 





] Factory and ——s 
Factory pro-| warehouse | Used in soap! soap of 
duction: | stock, production ? | total pro- 
Dec. 31 | duction 





. 167, 000 | 355, 358 064, 682 
742, 000 301,413 1, 527, 897 
649, 000 220, 293 1, 360, 097 
, 943, 000 269, 920 1, 529, 933 
, 751, 000 200, 605 1, 364, 439 
, 658, 000 172, 2 1, 210, 437 

2, 023, 000 246, 364 1, 526, 169 
, 942, 000 316, 976 1,451,756 
| , 126, 000 351, 569 1, 345, 597 


| 
| 








1 Factory production from p. 33 of Fats and Oils Situation, February, March, Anpril 199 
2 For details see table V attached. 


TaBie VIIT.—Disappearance of inedible tallow and greases in processing other than 
(1) in refining operations, (2) transfer to stocks in warehouses, and (8) exports, 
calendar year 1949 

[All items in 1,000 pounds] 


Inedible tallow 


Crude Refined 





Special processes: 
Fat splitting. .......... 118, 167 50, 363 | 168, 530 
Hydrogenation... ._.__. ‘ ninitel sane &, 6, 038 10, 453 24, 57 
Sulfonation - - _- aan . ; 4, 46 9s9 90 5, 46 
Pressing . _ - ._. jecasest 1, * : 52, 602 53, 701 
Other processing - cae a o2 2,970 2, 970 

Miscellaneous produc ts (nonedible 
Soap. _— ! } 276, 6 384, 092 1, 345, 597 
Lubricants and greases : ‘2 | 76 13, 889 36, 565 
Chemicals. _ - is . oa 518 
Paint and varnish _- aS : eS 16 
Ink ; ae ; : x 36 
Tin and terne Matec ‘ hs 20 
Metal working ; 2 S: . 464 
Other inedible products. , said q , 10! 84: 8, 947 
Unaccounted for. : : , 576 43 12, 713 
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STATEMENT OF H. L. COE, REPRESENTING THE BICYCLE 
INSTITUTE OF AMERICA, INC. 


Mr. Coorrer. The next witness is Mr. H. L. Coe, representing the 
Bicycle Institute of America. Is Mr. Coe here? 

Mr. Cor. Yes, sir. 

Mr. Coorrer. Come forward, please. Please give your name and 
address and the capacity in which you appear for the record, Mr. Coe 

Mr. Cor. My name is H. L. Coe, consulting engineer, and I am 
appearing here in behalf of the Bicycle Institute of America. 

Mr. Coorrer. How long would you need for your statement, Mr. 
Coe? 

Mr. Cor. Not over 15 minutes, sir. 

Mr. Coorer. Well, you may proceed. 

Mr. Cor. I will be very glad to do so. If the statement which | 
have here can be embodied in the record I will simply run over it and 
make a few comments on it. 

Mr. Cooper. Without objection that is agreeable. 

(The statement submitted by Mr. Coe is as follows:) 


BICYCLE INSTITUTE OF AMERICA, INC. 


SraTeMENT Berore THE Ways AND Means COMMITTEE OF THE House or 
REPRESENTATIVES IN REFERENCE TO EXTENSION OF THE ReEciPROCAL TRAD! 
AGREEMENTS Act, Suspmirrep By H. L. Cor 


MEMBERSHIP 


The Bicycle Institute of America is made up of the following groups: 

Bicycle Manufacturers Association: Arnold Schwinn & Co., Chicago, IL; 
Cleveland Welding Co., Cleveland, Ohio; the Colson Corp., Elyria, Ohio; the 
Huffman Manufacturing Co., Dayton, Ohio; Iver Johnson’s Arms & Cycle 
Works, Fitchburg, Mass.; Monark Silver King, Ine., Chicago, Ill; the Murray 
Ohio Manufacturing Co., Cleveland, Ohio; the Shelby Cyele Co., Shelby, Ohio; 
H. P. Snyder Manufacturing Co., Little Falls, N. Y.; the Westfield Manufac- 
turing Co., Westfield, Mass.; and Excelsior Manufacturing Co., Michigan City, 
Ind. 

These manufacturers produce 95 percent of all the bicycles made in the United 
States. 

Cycle Parts and Accessories Manufacturers Association: The membership in 
this group 1s composed of 56 producers of parts and accessories which are supplied 
to the bicycle industry, such as tires, coaster brakes, cranks, sprockets, chains, 
rims, spokes, saddles, mud and chain guards, handle bars, lights, ete. 

These manufacturers supply over 95 percent of all such items used in the 
bicycle industry. 

Cycle Jobbers Association and merchant member group: These groups dis 
tribute over 80 percent of all bicycles and parts sold in the United States, the 
remainder being handled by independent hardware dealers, sporting-goods stores 
and department stores. 

The Bieycle Institute of America, therefore, has in its membership virtual)) 
all of the United States producers and distributors engaged in this industry. 


DESCRIPTION OF MODELS 


The bieveles produced by the manufacturers in the United States have many 
variations in style and design and are highly competitive. Nevertheless, wit! 
the exception of lightweight models, which account for less than 3 percent of tl. 
total output, they are all heavier and are marked by other special characteristics 
not heretofore duplieated by manufacturers abroad. 

The low-pressure balloon tires with which our bieyeles are equipped have, 1) 
to now, seldom been used by foreign manufacturers who equip their models wi 
high-pressure, small tires. The same is true of other outstanding features suc! 
as the double bar frame, with curved bars and streamline design, as contrasted 
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with the lightweight foreign diamond frames; spring forks as contrasted with the 
simple unsupported fork blades of the foreign models. Generally, the United 
States models have more eye appeal through the use of brighter colors and orna- 
mental attachments, while the foreign manufacturers conventionally use little 
or no trim or ornamentation. 

The domestic model is distinctly American and heretofore has not been made in 
substantial quantities anywhere else in the world. It is the result of years of 
research and is designed to produce a bicycle ideally suited to the needs of the 
\merican public. It is constructed with built-in durability to withstand abuse 
and hard usage and also to insure low maintenance cost, 


MARKET 


Because of these inherent differences the conventional American wheel has 
found little acceptance outside the United States. Our lightweight model could, 
by virtue of design and excellent construction, compete in the world’s markets 
except that our prices cannot match those offered by foreign suppliers. Conse- 
quently, the continued existence of the industry in the United States depends on 
sales in our own domestic market. 

Our foreign sales never have exceeded 4 percent of production and currently 
have dropped to less than 2 percent. Canada, which traditionally has been our 
best foreign market, is now closed to us by Orders in Council, effective in July 1948, 
which constitute a practical embargo against the importation of United States 
bieyeles. Other foreign markets in Cuba, Mexico, and South America are now 
being supplied by foreign manufacturers at prices below our factory cost. British 
exports alone have steadily increased to over 2,000,000 a vear. Simultaneously, 
British bicycle production rose from its prewar record peak of 2,400,000 machines 
in 1937 to 3,518,000 in 1949, 

The French, German, and Italian industries are rapidly reaching full production. 
Most of these countries, like Great Britain, are producing at greater than their 
former peak rates, 


RESTRICTED UNITED STATES MARKET 


Devaluation of currencies, bilateral trade agreements and barter deals are 
now making it practically impossible for our manufacturers to secure any sales 
outside of the United States. Consequently there seems no probability that this 
situation will improve at any time in the foreseeable future. 

Meanwhile, foreign competitors, because of the prospect of increased business 
have greatly accelerated their merchandising programs. 

During the time when the foreign manufacturers were recovering from the 
effects of the war our manufacturers, for a short time, were able to export more 
bieyeles than were imported in the United States. However, this condition is 
completely reversed and final figures will show that 1950 imports are three times 
larger than exports. 

PRODUCTION AND COSTS 


Since the war most foreign-made bieveles have come into this market from 
England but shipments from Western Germany, Italy, and Japan are now inereas- 
ing rapidly. 

The British manufacturers have modernized and enlarged their facilities since 
the war. They always have been ‘‘mass producers” in this industry, enjoying 
all of the advantages and economies of production-line techniques and efficient 
operation. Their workmen are skilled in this type of production and, from all 
information available, their production per man-hour is at least equal to ours. 


WAGES ABROAD 3 CENTS AN HOUR 


That the wages paid in these foreign plants are far below the average in our 
industry is well known. According to a report supplied by the Ministry of Labor 
and National Services, the average earnings for the engineering trades in the 
Birmingham (England) distriet, whieh produces large numbers of bieveles, is 
stated to be 34 cents an hour for skilled workers, including their bonuses. Earnings 
of piece workers are somewhat higher, being reported at 37.2 cents per hour. 

The American bievele manufacturers have increased weyes an average of 20 
percent over 1946 levels and now are paving up to $2 per hour, the average for 
skilled workers being $1.75 per hour. The average in the industry is 11 percent 
higher than the national average in these trades, as reported by our Department 
of Labor, and four and one-half times the corresponding wages in England. 


78354—51— 35 
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The average increase in the cost of materials used by our industry is 24 percent 
higher than paid in 1946. 

The average cost of foreign materials, parts and supplies, reflecting the lower 
wage rates in these industries, is estimated to be less than one-half of ours. 

It is painfully apparent that we are now experiencing the effects of this low 
wage production, devaluation of foreign currencies and other benefits afforded 
through the financial aid which our Government is giving to the foreign countries 


BRITISH PRICES BELOW AMERICAN COST 


Difference in costs is now being reflected in the declared value for tariff purposes 
of foreign-made bicycles as evidenced by the statisties of the Department of 
Commerce. Recent shipments from Germany are entering at a declared value of 
$13.33 each. 

Component parts, such as spokes, tires, tubes, chains, ete., manufactured 
abroad are now being sold in our competitive markets at approximately half the 
price of similar items of American manufacture. 

A recent sales bulletin sent out by Raleigh Cycle Distributors Ine., Boston 
Mass., states that their estimate of a possible increase of 100 percent in sales has 
proven “far too low.” 

There can no longer be any doubt that the “‘threat’’ to the American industry 
which has been apparent to us for some time, and which was formally delineated 
to your committee has now materialized. 

That substantially greater imports are imminent cannot be doubted. Recent 
shipments prove it. 


BRITISH SURVEY OF UNITED STATES MARKET 


The British industry, encouraged by every possible assistance, financially and 
otherwise, from our Government, and supported by various concessions from their 
own Government, have made detailed studies of the potential United States 
market. Seles outlets, through dealers and other agencies, are being constant] 
increased. Advertising is being stepped up in preparation for a concerted drive 
to capture this market. 

The recent lavish and costly exhibit of British bicycles at Grand Central Palace 
in New York City is typical of the aggressive merchandising approach now being 
used. 

The following extract from a report of January 16, 1950, entitled ‘British 
Production,”’ prepared by our Embassy in London, is most significant: 

“Since devaluation, Government officials and business organizations have urged 
bieyele manufacturers and exporters to concentrate their sales on the dollar 
market. While it is too early to say how far the possibility of offering reduced 
prices on British bicycles will go toward greater sales in the United States, certain 
manufacturers have already reported increased sales. 

“Mr. George Wilson, managing director of Raleigh Industries, Ltd., indicated 
that sales of their bicycles were expected to increase 100 percent. He stated: 

***Reduction in our prices in the United States resulted in a substantial increase 
in orders to our Boston plant. This means doubling our business in America 
during the coming year.’ 

“An official of the Hercules Cycle & Motor Co. stated that reports from the 
United States indicated that exports of British lightweight bicycles would be 
increased by as much as 150 percent following devaluation.” 


ECONOMIC CONDITION OF THE AMERICAN BICYCLE INDUSTRY 


United States wages increase 20 percent 

In contrast to developments abroad, the United States” bicycle manufacturers 
have raised wages 20 percent since 1946. Our material costs are up more tha: 
24 percent from 1946 prices. The volume of business has dropped substantially 
from the peak vears of 1946 and 1947. Employment has decreased correspond- 
ingly. The best foreign market for United States bieveles—Canada—has been 
completely cut off, and our sales in other foreign markets have suffered heavily. 


EMBRYO GHOST TOWNS 


The plants of many of the manufacturers in this industry are located in relatively 
small communities and furnish a substantial part of the wages on which the life 
of each community depends. The employees are skilled in the techniques of this 
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kind of work and would have difficulty in finding equally remunerative employ- 
ment elsewhere. Many of them own their homes and would suffer severe loss 
if forced to move, assuming they could find other jobs. Closing down of these 
plants would affect not only those employees but would have repercussions 
through the hundreds of other companies supplying materials and the components 
required by this industry. It is estimated that the importation of 1,000 bicycles 
displaces 14,900 hours of American labor. 

We have in the past repeatedly pointed out to the committee the vulnerable 
position of the bicycle industry if foreign manufacturers should make a determined 
effort to invade out market. We have stated that, because of the dominant posi- 
tion of the British industry, and the equally large production of other foreign 
manufacturers, which in the aggregate far surpasses that of our industry, we are 
at a tremendous disadvantage, not only in the foreign markets but in our struggle 
to retain the American market, which we have created through long years of 
effort and at great expense. To permit foreign products to now replace the 
American bicycles and reap the benefits which have been created at great expense 
and effort by American workmen and investors, is indeed a tragedy and a serious 
blow to our economy. 

BRITISH TRUSTS 


In the United States we are confronted with the same factors which make it impos- 
sible for the foreign automobile producers to compete with our great automobile 
industry. Foreign manufacturers have the same advantage in the bicyele in- 
dustry that is enjoved by the American manufacturers of automobiles. 

The British manufacture of bicycles is controlled by two powerful trusts, 
Tube Investment Syndicate and Raleigh Industries Group, which are given 
every possible support by the British Government. Unlike our automobile 
industry, which no longer desires any tariff protection, the British have always, 
and still do, maintain a high duty on the importation of bicycles. They are 
protecting their own domestic sales by every possible device in order to insure 
that market exclusively for their industry. This is borne out by the official report 
of our Department of State, in which it is stated: 

“It may be said that, of the bicycles in use in the United Kingdom, 100 percent 
are British-manufactured.” 

During the last 4 months, greatly increased shipments of bicycles from England, 
Germany, and Italy have come into this market. It is especially significant that 
a recent order for German bicycles, placed by one of the great mail-order houses 
in Chicago, now confronts us. This single order is for 40,000 bicycles with de- 
liveries starting in February. Even more important is the fact that these bicycles 
are not the conventional type formerly made abroad, equipped with small tires 
and little ornamentation, but are to be exact duplicates of one of our well-known 
models with nickel-plated trim, balloon tires, and parts interchangeable with 
ourown. They are to be sold under the same nameplate as the American bicycles, 
and even an expert would have difficulty in telling the difference. (Shortly our 
bicycles will be stripped of all nickel plating, ornamental trim, etc. 

The price in New York is under $20 for the German bicycle. This is less than 
the manufacturing cost of our own models, but the American public will not 
receive a corresponding benefit, as these bieveles will be offered at approximatel\ 
the same retail price as ours. 

That the production of bievcles in the United States will be curtailed, due to 
defense requirements, is a certainty. Already orders from the National Production 
\uthority have limited the quantities of scarce materials which we are permitted 
to use. All ornamental trim, which is distinctive on the American product, and 
has been an important feature in holding our domestic market, can no longer 
be used, but the foreign bicycles are not so restricted. 

That other large buvers of American bicycles will turn to foreign sources of 
supply is inevitable unless some restrictions are written into the basie act which 
you are now considering. The experience of others in getting any effective action 
under the escape clause offers little hope of relief in time to prevent very serious 
disruption of the whole American market. We cannot meet the ruinous price 
competition and still maintain wage levels which are 4% times that of foreign 
manufacturers. Production in England, Germany, and Italy, in plants equipped 
with modern machinery, aided through Marshall-plan financing, is comparable 
to our own. Those companies are the mass producers of bicycles and dominate 
the world markets. Our industry, which has ample capacity to fully supply the 
domestic demand, must depend for its survival on retaining this market, 





942 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 


The British have long maintained such a high protective tariff that virtual), 
no foreign-made bicycles find their way into that country for the sole purpose o{ 
reserving the domestic market for their own manufacturers, while we in the 
Jnited States, through continuous reductions in tariffs on bicycles, have place 
our own industry at the mercy of these foreign producers. 

In order to survive, the bicycle industry in the United States must be permitted 
to compete with the foreign manufacturers on an equal and fair basis in our ow) 
domestic market. This will only result when proper consideration is given to th 
difference in cost of production here and abroad, largely due to the American 
standard of wages. Superior merchandising, salesmanship, and technical improve- 
ments offer no defense against costs, which, due to low wages, are approximate! 
50 percent of ours, nor can we expect our jobbers and dealers, no matter how 
patriotic, to continue to sell American bicyeles when they can make a much 
greater profit in handling a foreign make which would find ready acceptance 
during a time when the American industry is handicapped because of the defense 
program. 

CONCLUSION 


Unless some effective means is found to limit this influx of foreign-made proto- 
types of our own American bicycles, the employment of thousands of American 
workmen is in jeopardy and the United States bicycle industry faces ultimate 
extinction, 

Therefore, we urge that adequate safeguards now be written into this act, in 
order that specific and effective relief is available before this industry is ruined. 

Mr. Cor. The industry which we represent is shown on page |, 
and covers approximately 95 percent of all of the bicycle manufac- 
turers, the cycle parts and manufacturers association, and the cycle 
jobbers association, which is the bicycle industry. 

On page 2 we call attention to the radical difference in the type of 
what we term “the conventional American model” and ‘‘the conven- 
tional European model.”’ Ours are characterized by the balloon-type 
tires, double bar frame with curved bars, spring forks, and, in general, 
the United States models have more eye appeal through the use of 
brighter colors and ornamental attachments, while the foreign manu- 
facturers conventionally use little or no trim or ornamentation. The 
domestic model is distinctly American and heretofore has not been 
made in substantial quantities anywhere else in the world. In other 
words, we are the principal producer of that particular type of bicycle. 

Because of these inherent differences, the conventional American 
wheel has found little acceptance outside of the United States, and 
our lightweight models may be used to some extent, except that our 
prices cannot match those offered by foreign suppliers. 

Since the war, most foreign-made bicycles have come into this 
market from England, but shipments from Western Germany, Italy, 
and Japan are now increasing rapidly. 

The British manufacturers have modernized and enlarged their 
facilities since the war. They always have been mass producers in 
this industry in showing all of the advantages and economies of 
production-line techniques and efficient operation. Their workmen 
are skilled in this type of production; and, from all information avail- 
able, their production per man-hour is at least equal to ours. 

On page 5 we note there that the wages paid in these foreign plants 
are far below the average in our industry. According to a report 
supplied by the Ministry of Labor and National Services, the average 
earnings for the engineering trades in the Birmingham, England, 
district which produces a large number of bicycles is stated to be 
34 cents an hour for skilled workers, including their bonuses. Earnings 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 543 


of pieceworkers are somewhat higher, being reported at 37.2 cents per 
hour. 

The American bicycle manufacturers have increased wages an aver- 
age of 20 percent over 1946 levels and now are paying up to $2 per 
hour, the average for skilled workers being $1.75 per hour. The 
average in the industry i is 11 percent higher than the national average 
in these trades as reported by our Department of Labor, and 44 times 
the corresponding wages in England. 

If our parts manufacturers are thrown out of business, as they may 
well be with these prices, it means that we will have to depend on 
foreign sources for the miscellaneous items which go into the con- 
struction of a bievele, and we will be at their mercy. 

We have statements on page 7 which support that contention. 

On page 8 you will note at the bottom of the page that for every 
1,000 bicycles imported into the United States there is displaced 14,900 
hours of labor of American workmen. I think the importation of these 
foreign bicycles is a serious matter for our own employees. 

In the United States we are confronted with the same factors which 
make it impossible for foreign automobile producers to compete with 
our great automobile industry. In our case it is simply the reverse. 
Foreign manufacturers have the same advantage in the bicycle indus- 
try that is enjoyed by the American manufacturers of automobiles. 
They are the mass producers. 

The British manufacturer of bicycles is controlled by two powerful 
trusts which we do not like, Tube Investment Syndicate and Raleigh 
Industries Group, which are given every possible support by the 
British Government. Unlike our automobile industry, which no 
longer desires any tariff protection, the British have always, and still 
do, maintain a high duty on the importation of bicycles. They are 
protecting their own domestic sales by every possible device in order 
to insure that market exclusively for their industry. This is borne 
out by the official report of the Department of State, in which it is 
stated: 

It may be said that, of the bicyeles in use in the United Kingdom, 100 percent 
are British-manufactured. 

| bring that out to show how Great Britain, for example, protects 
her bicycle industry for their own domestic market, in direct contrast 
to the way in which we are operating, in which we are continually 
lowering our tariffs, inviting all of these foreign manufacturers to 
absorb this market. 

At that point, 1 would like to bring out some statistics in connection 
with the importation of bicycles, and practically all of these up to the 
present time have been of British manufacture. 

In 1946 there were approximately 47,000 bicycles imported into the 
United States. 

In 1947, 1948, and 1949 the average dropped to 17,000, but in the 
first 11 months of 1950 the imports jumped to over 51,000, so that 
you have there an increase from 17,000 to 51,000 in the first 11 months 
of 1950, practically three times the maximum that ever came in, in 
those years. This will probably reach 60,000 before the year 1950 
statistics are available. We only have them up through November. 

The German industry has been rehabilitated largely, we will assume, 
through aid under the Marshall plan. The Italian producers are 
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ahead of the prewar volume. The imports in 1951 will run far ahead 
of anything heretofore, and this point is particularly significant to us, 
we have information now that a single order has been placed with one 
of the mail-order houses of Chicago, a single order for 40,000 German 
bicycles. That would be bad e ‘nough if they were the typical foreign- 
type lightweight bicycles, but, unfortunate ly, these German mac shines 
are to be the exact prototypes of an American model even right down 
to the name plate which will be put on the bicycle, and the onl) 
possible way an American expert could tell whether it is an American- 
made or a German-made bicycle is by looking under the hub where 
they have stamped, “Made in Germany.”’ 

The policy which is exemplified there is one which will expand 
rapidly because the production of bicyeles in the United States is 
going to be curtailed under the national defense program. We ar 
being restricted on the use of nickel, steel, and many of the things 
which make our bicyele distinctive from the foreign manufacturers, 
and if they are permitted to come in without any restrictions, which 
is about the way it is today, it is only natural that the very large mail 
order houses and other large purchasers of bicycles on whom we 
depend for a large proportion of our sales are going to turn to these 
available sources of supply. 

In contrast with the increase in imports into the United States, 
our exports have dropped from an all time peak of approximately 
105,000 bicycles in 1948 to virtually an all time low of only 20,000 
in the first 11 months of 1950. In other words, we have lost our 
export market and the imports of bicycles have quadrupled prac- 
tically. 

Mr. Cooper. Does that complete your statement, Mr. Coe? 

Mr. Cor. No; 1 am not quite through, sir. 

Mr. Coorrr. All right, sir. 

Mr. Cor. We have covered that to some extent on page 10 of our 
statement. Page 11 also refers again to this German model which 
shows a declared value of $13.33, and is now being offered to our 
jobbers at $20 in New York. I think the difference is duty, freight, 
and also profit. 

The effect of continuing the present policy has been clearly pointed 
out in our various appearances before the Committee on Reciprocity 
Information, this committee, and also in the Senate, and each time 
when we have made these statements the question has been raised 
as to the effect that your industry is not hurt, has not been serious!) 
damaged up to the present time. We want to very emphatically 
disagree with the conclusion that may be drawn from those state- 
ments. It will probably be just as reasonable to say because a few 
of the North Koreans have infiltrated behind our fronts in Korea 
that we have suffered no danger and there is no reason for worry. 

We are meeting the same thing in the infiltration of foreign products 
which are now absorbing a large proportion of our distribution syvs- 
tem for American bicycles, and as those models become more used 
here in the United States and our buyers become more acquainted 
with them we know that the ultimate effect is going to be to very 
reatly curtail the possibilities that we have for maintaining our 
Celianns because we mail sell bicycles in competition with foreign 


bicycles in any other market except here in the United States. Our 
livelihood depends entirely on that particular market. 
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I do not know how it can be stopped except by proper quota re- 
strictions. We have talked the matter over with our friends in the 
State Department, and they have been most courteous, and they have 
listened to us sympathetically, but they frankly admit that the word, 
“quota” is not a very popular word in the Department of State. We 
have said if there is any other way to meet this situation we will be 
glad to listen to it, but so far as we can see, we can see no alternative 
unless there is some restriction placed on them in proportion to the 
American consumption of bicyeles. So, in pursuing this Reciprocal 
Trade Agreements Act it seems to me that there must be some positive 
method of meeting a situation of that kind before it gets to the stage 
where we have lost 50 or 60 percent of our industry. 

The escape clause has not proven of any advantage, and so far as 
the tariff itself is concerned, it is now so low that if it were doubled 
the full amount that is possible the effect on imports would be negligi- 
ble, so that there must be some other method found of controlling 
this situation unless this industry is ultimately going to face extinction. 

Mr. Coorer. Does that complete your statement, Mr. Coe? 

Mr. Cor. That is all; ves, sir. 

Mr. Coorrr. Are there any questions? We thank you for your 
appearance and the information that you have given the committee. 

(The following table was submitted by Mr. Mills:) 


Bicycles and parts (except tires): l'nited States production, exports, and imports 
} P eS I ports, 
1937, and 1947-450 


{In thousands of dollars] 











| ‘Ls 

s ; Domestic pono ny _ Ratio of 
Year | Production 4 : ata imports to 
| exports | tion for- production 

eign value) 

_ _ ~ —— - —_—— —_— —— — —_———_—- =o ee | —ae 

| j Percent 
1937 ; ; aoe $32, 314 $227 | $343 0.7 
1W47 ‘ " 117, 349 5, 429 1, O68 .9 
148 | ‘ ; ..-| 2 120,000 5, 140 1,114 9 

149 ! i 2 67, 000 2. 8™4 675 1 
1950 (January-November) ! ; : (?) 41,116 1, 553 ‘pemuaeenens 





Preliminary, except production for 1937 and 1947. 
? Estimated from trade reports 

Not available. 
* January—October. 


Source: Official statistics of the U. S. Department of Commerce, except as noted. 


Mr. Coorer. The next witness is Mr. J. T. Sanders. Is Mr. 
Sanders here? 

He does not respond. 

The next witness is Mr. Merwin K. Hart. Is Mr. Hart here? 

Mr. Harr. Yes, sir. 


STATEMENT OF MERWIN K. HART, PRESIDENT OF THE NATIONAL 
ECONOMIC COUNCIL, INC., NEW YORK CITY 


Mr. Cooper. Come forward, please, sir, and please give your name 
and address and the capacity in which you appear for the record. 

Mr. Harr. My name is Merwin K. Hart. I am president of the 
National Economic Council, Empire State Building, New York 1, 
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Mr. Coorer. About how much time do you need for your state- 
ment, Mr. Hart? 

Mr. Harr. About 9 or 10 minutes. 

Mr. Cooper. We will recognize you for that time. 

Mr. Harr. To avoid any misconception, we do not appear on this 
measure with reference to any particular industry. The several 
industries affected are well able to present their own arguments. 

We do appear with reference to the welfare of the American econ- 
omy as a whole, and the American people as a whole. 

We urge this committee not te report this measure favorably. We 
oppose the extension of these agreements on principle. We believe 
little evidence can be adduced to indicate that they have done much, 
if any, good, and that a great deal of evidence can be adduced to indi- 
cate that they have done harm. 

Even the proponents of this measure agree that the Reciprocal 
Trade Agreements Act has been hard on individual industries. It 
certainly has been very hard, indeed. 

To suppose that new industries can be as easily built up to take the 
places of industries destroyed, so that former employees of the indus- 
tries destroyed can be rehired, as the present industries can be de- 
stroved by a measure such as this, is to be wholly fanciful. 

The overwhelming fact is that we here in America have higher 
wages—often vastly higher wages—than in any other country in the 
world. In the case of some of those industries, as, for instance, the 
watch industry about which you have heard a great deal, the tariff 
support has been necessary. With the support, as it has been with- 
drawn in that industry, and that industry collapses, men are thrown 
out of work. 

It is easy to say that these men can get employment in other fields 
Practically speaking, many of them cannot get employment that will 
pay them anywhere near the wages they can get in their present 
industries. 

This constant tinkering with tariffs on the imports of goods may be 
in accord with high-spun theory, but it is not in accord with American 
experience. Industries can be destroyed by legislation such as this 
But only imaginative and creative individuals can create new ones. 
Legislation sue ch as this Ree iprocal Trade Agreements Act is discourag- 
ing—oven paralyzing to the type of minds that creates industries. 

George Washington, in his Farewell Address, said: 

There can be no greater error than to expect or calculate on real favors from 
nation to nation. It is an illusion which experience must cure, which a just pric: 
ought to diseard. 

Just at this time when we see Great Britain, after receiving many 
billions of dollars from the United States, working against the interests 
of the United States in attempting to force us to recognize the Com- 
munist Government of China, we have a pretty good illustration of the 
kind of favors Washington had in mind. 

Other nations have benefited through these so-called reciprocal! 
trade agreements. Wein America have not, not so far as 1 have been 
able to learn. We are inviting other countries to share, even to raid, 
our markets. One result will be the certain lowering of wage standards 
in the United States. 

In the New York Times of January 25, Mr. Morris S. Rosenthal, 
listed as a member of the Foreign Commerce and Policy Committee 
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of the United States Chamber of Commerce, was quoted as saying 
before the House Ways and Means Committee: 

Our support of the trade-agreements program is based on a firm conviction that 
true world peace cannot be attained without expanded and unhampered inter- 
national trade, and that such trade cannot be attained without sincere and 
determined efforts on the part of nations to reduce the barriers of world trade. 

Mr. Chairman, I might interpolate there to say that almost every 
measure that has been proposed, and certainly many that have been 
adopted in recent years, has been on that same old pretext that it 
would improve the prospects of world peace. 

This is the line that is followed by those who favor this measure. 
Yet the statement is either meaningless or it is untrue. Never in the 
world’s history has any country poured such billions of resources into 
any country or countries as we have poured into Europe and else- 
where the past 6 years. Yet no one can assert that we are not farther 
from peace at this moment that at any time since hostilities ceased in 
1945. 

The same issue of the New York Times quoted Mr. Stanley Rutten- 
berg, director of education and research for the CLO, as telling this 
committee on January 24: 

The reciprocal-trade program has been an inspiring symbol of the United States 
Government’s genuine interest in the economic welfare and development of the 
free world, and of its determined effort to maintain world peace. 

This statement, like that of Mr. Rosenthal’s, is either meaningless 
or untrue. It suggests that some, at least, of the leaders of the CLO 
are taking little interest in the maintenance of the jobs of some of 
their members. 

I realize perfectly that an increasing number of unions are taking a 
stand in opposition to this legislation, so I do not mean that statement 
by any means to apply to all unions. 

Every other country in the world is looking after the welfare, 
including the wages, of its people. An old adage has it that one 
must be just before he is generous. This present measure is generous 
to other nations. But it is just neither to the working people nor to 
the businessmen of America. 

Even if the poliey underlying the Reciprocal Trade Agreements 
Act were sound in the long run, it is clearly not the time to press such 
& measure as this. We are engaged in a war of such magnitude and 
such future threat, that the President told the Congress only a few 
days ago that a budget of $72,000,000,000 was necessary, and that 
$20,000,000,000 of additional taxation must be raised in the fiscal year 
1952. 

Certainly large sums must be raised by taxation. Taxation can 
come only from production—from successful business and industry. 
To press this trade agreements measure at this time will cripple some 
of our industries. And the next few years will be a poor time indeed 
to start new industries. 

Even if the grand experiment of tariff-making by doctrinaires, 
rather than by American experience, had anything to commend it, 
now is not the time to extend it further. 

The Reciprocal Trade Agreements Act is merely one of a number 
of measures the culmination of which, it is hoped by those who are 
backing this present measure, is the ratification of the International 
Trade Organization agreement. That would put the handling of all 
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matters relating to international trade, and indirectly the handling 
of all matters of domestic trade, in the hands of an international com- 
mittee in which the United States would, of course, be a small 
minority. 

In other words, this present measure is a power measure, as we see 


it. 

Daniel Webster said: 

There are men in all ages who mean to exercise power usefully; but who mean 
to exercise it. They mean to govern well; but they mean to govern. They 
promise to be kind masters; but they mean to be masters. 

Webster’s description, in my opinion, fits perfectly the men who 
are backing all measures such as this. 

These measures would bring into the hands of a few men such 
enormous power that it must be assumed that the acquisition of this 
power is the purpose of their activities. 

Mr. Chairman, I would like to just interpolate briefly this: Mr. 
Simpson raised the question earlier in the day as to whether, by 
chance, there could be any design in this and other what I would 
call power measures, and again he alluded to the same subject later. 
It is our opinion, and we have followed these matters from the side- 
lines, it is true, but necessarily at fairly close hand for 2 years, that 
there is a design running through measures such as this, and that 
the design includes the crippling of the United States and the build- 
ing up of the power of Soviet Russia and other Socialist countries. 
Mr. Alfred Kohlberg, of New York, who is an American, and a 
student with years of experience, on August 30, sent a letter to 
President Truman accompanied by a memorandum, in which oceurs 
these few lines: 

According to the Hoover report we had the full equipment of 89 divisions at 
the end of the war. At the time of the report we had left only the equipment of 
18 divisions. The larger part of this missing equipment was destroyed in Europe 
and the Pacific. In the copper trade it is believed that the largest copper deposit 
in the world is at the bottom of Pacific lagoons, where we dumped it. A very 
considerable part of the destroved arms, planes, and ammunition is exactly what 
Wwe now have to build all over again, both to arm our Atlantic Pact allies and for 
Ourselves. Americans who must work and pay for this, and troops at the front 
inadequately armed, are entitled to know who ordered that destruction. 


Then he goes on in the next paragraph and estimates the amount 
of equipment of ours destroyed in Europe alone at $35,000,000,000. 

Mr. Chairman, I think there is no subject that could be investigated 
by this Congress that is more important than this, which would un- 
earth facts that would astound, perhaps, some Members of the Con- 

ress itself, and I can say that we have knowledge of cases in the United 

tates where not only equipment and material is destroyed by order of 
Washington, but tools, jigs, and dies were ordered destroyed too. 
The order was protested and under protest was carried out. 

The people of the United States did very well when they were fully 
in possession of their own powers, as they were, indeed, down to 
recent years. But as they became involved in recent years with other 
nations, they have grown weaker, not stronger. 

In our opinion, the American people want no more measures such 
as this. They want to extricate themselves from present involvements 
with other countries. They do not want to precipitate themselves in 
further involvement. They have a war to win—a war against foreign 
enemies abroad, and spies and saboteurs at home. 
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It is time not to clutter the deck with more problems, but to clear 
the deck for action—if we want to win this war. 

We hope that this committee will not report this measure favorably, 
and that the House will not pass it. 

Mr. Cooper. Does that complete your statement? 

Mr. Harr. Yes, sir. 

Mr. Cooper. Are there any questions? We thank you for your 
appearance and the information you have given the committee. 

Mr. Miuus. Mr. Chairman, I overlooked asking for consent to put 
into the record, following Mr. Coe’s statement, a chart or table setting 
forth the imports and exports of bicycles and parts, excepting tires, 
and I now ask unanimous consent to include that in the record and 
that it follow Mr. Coe’s statement. 

Mr. Cooper. Without objection it may be included in the record. 

Mr. Curtis. The domestic jeweled-watch industry, consisting of 
Elgin National Watch Co., Hamilton Watch Co., and Waltham Watch 
Co., has been seriously affected by the reduced duties on imported 
Swiss watch movements. Their employment, earnings, and unit 
production have been severely curtailed by the competition from the 
Swiss industry whose average wages are almost one-third of the 
domestic average. 

Elgin has been forced to begin importing low-priced watches 
through a subsidiary, Wadsworth Watch Case Co. Other companies 
will be forced to take the same measures. ' 

The serious aspect of this situation is the injury to our national 
defense. There is no question that the jeweled-watch industry is 
vitally essential to our preparedness and ability to wage war. It is 
indispensable not only for timepieces, but for many precise mechan- 
isms to be used in a war of gadgets. Yet it is being whittled away, 
stifled, and ignored. 

There are many ways to confuse the picture, but in the end the 
facts remain that our watch industry is well below our needs, not 
only in these fields, but also in jeweled bearings, all of which are now 
imported from Switzerland. Aside from what may be done with the 
trade agreements program as a whole, our jeweled-watch industry 
must be protected. It is already too small and should be supported 
and given an opportunity to expand as rapidly as possible. There is 
no excuse for our country being too little and too late in this part of 
its industrial capacity. 

1 want to read this letter to the committee: 

Evein Nationa Warten Co., 
Elgin, Ill., January 24, 1951. 
Re extension of the Trade Agreements Act hearing before the House Ways and 
Means Committee, 
Hon. Cari Curtis, 
House Office Building, Washington, D. C. 

Drak CONGRESSMAN CURTIS: As vou know, we desire to make a statement to 
the committee outlining our present position with respect to the trade agreements 
program. Since vou are the only member of the committee having one of our 
plants in his district and, because of the extremely limited time to be devoted by 
the committee to this subject, vou have suggested that the best way to do this 
is for us to write vou our views so that vou may read them into the record. We 
are happy to comply with this suggestion. 
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We had intended merely to restate a position we have always maintgined, and 
to say that the domestic industry needs additional tariff more than ever because 
of its inereased costs. But one matter has since come up which cannot go un- 
challenged. 

We are advised that on the first day of these hearings, in reply to a question, 
the Secretary of State said that he thought the trade agreements program had 
helped the domestic watch industry. Nothing could be further from the fact. 
This committee is entitled to more accurate information or sounder opinion, 

The State Department has been kept fully informed of all developments, and 
the retnark made to you is a complete demonstration of the unrealistic attitude 
which we have always encountered in trying to discuss the problem of our industry 
with that Department. The fact that some other Government departments 
have a more reasonable attitude is perhaps some indication that the State De- 
partment is not correct. 

We recognize that the Secretary was defending the trade agreements program, 
but if it is to be defended by such extremes it should perhaps be more closely 
examined, In order to defend the program as a whole, the Department seems 
determined to maintain that no industry has been injured by the trade agree- 
ments program. We do not oppose the program, but we do not think anyone 
can or should seriously maintain that some industries have not and will not be 
injured. The Secretary himself must have recognized that such injuries would 
occur, for the stated to the press last spring that the favored planned retraining and 
relocation of American workers who were displaced as a result of foreign trade. 

You may judge for yourselves whether the jeweled-watch manufacturers have 
been helped by the program. The facts show they are operating under such a 
disadvantage in relation to the Swiss industry that they can survive only under 
abnormal! conditions. The Waltham Watch Co., which is now in its second reor- 
ganization and operating on a very limited basis, need not be the only illustration. 
The postwar record of the Elgin and Hamilton companies is better evidence. 
Immediately after the war, during 1946, 1947, and 1948, there was a tremendous 
demand for watches which had remained unsatisfied during the war. Importers 
and domestic producers alike had a substantial market. But by the end of 1949 
the demand returned to more normal levels and the country was swept by sales of 
Swiss watches at prices the domestic industry could not begin to equal. Both 
Elgin and Hamilton were foreed to cut back production and lay off workers. By 
the summer of 1950 they had together laid off 2,000 men and women. It would 
have been difficult to convince these workers—or the 2,300 more formerly em- 
ployed by Waltham—that the industry had been helped by the Swiss trade 
agreement. 

In the first half of 1950 Hamilton earned $123,294.05, as compared with 
$547,787.73 in the same period of 1949. Elgin earned $262,775 as compared with 
$617,561. Only the abnormal or ‘“‘seare’’ buying following the Korean invasion 
saved these companies from a very bad situation. They live from one emergency 
to another. The ratio of earnings to sales for Elgin has dropped from 12.98 in 
1940 to 5.85 in 1949 and that of Hamilton fell from 11.4 to 7.5 in the same period. 
It would be difficult to convince the stockholders of these companies that they 
have been helped by the trade-agreements program, 

In 1935, the year before the trade agreement with Switzerland, the domestic 
industry supplied about 53 percent of the watches sold to the American public. 
By 1941 this had fallen to 39 percent and today it is 28 pereent. Though imports 
have increased from about 4,000,000 movements in 1941 to almost 9,000,000 in 
1946 and 7,000,000 in 1949, the domestic industry in 1949 was able to sell only 
slightly less than the number of watches it sold in 1941. It would be difficult 
to convince our salesmen that the Swiss trade agreement helped the industry. 

This tvpe of comparison can be made for almost every phase of our business 
with similar results. Yet no one contends that we are less efficient than the Swiss. 
The difference lies in wage rates. For every dollar the Swiss pay in labor, we 
must pay $2.62. 

But this is not just a question of jobs, of sales, or of dividends. It is not just 
a question of injury to the industry. In our case it is a definite injury to the 
country as a whole. 

As we have stated before, our position respecting tariff has not been taken solely 
out of consideration for the welfare of the industry, or even its employees, but also 
because of the industry’s extreme importance to nationai security. As you know, 
it has been our contention that the industry is too small for the vital purposes of 
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national defense. This, now, has been borne out by statements made by the 
Chairman of the Munitions Board in answer to an inquiry from a subcommittee 
of the Senate Finance Committee, specially appointed last year to study the situa- 
tion of the domestic industry. Pertinent excerpts from two letters by the Muni- 
tions Board chairman are quoted below so that you may have before you the proof 
of our contention in this connection: 

“Assuming that we will have to rely exclusively on our domestic capacity to 
produce timepieces and related items in a future emergency, and based on an 
analysis of our experiences in the last war, I believe that the preservation of a 
minimum level of domestic productive capacity is absolutely essential. 

“T regret that I am not ig a position to state now what that minimum level 
should be, but if it would be helpful to vou, I would venture the opinion that in 
no event should it be lower than the 1941 level of operations.”’ (Letter of March 
17, 1950.) 

‘As I pointed out in my prior letter, the maintenance of a healthy watch in- 
dustry is essential to the national security. In addition to the items which it 
alone can produce the industry undoubtedly would again be called upon for the 
production of other items for which it is not the sole producer. 

‘In view of this, it is our feeling that, as a matter of precaution against probable 
future needs, every effort should be made to prevent the dissipation of the pro- 
ductive capacity of the industry and to maintain it in a healthy condition,’”’ 
(Letter of May 9, 1950.) 

The total conversion of the industry to war production during the years from 
1942 through most of 1945 gave the importers of foreign-made watches and 
movements a virtual monopoly of the American market. It has taken the whole 
American industry, not just this company, the 3 vears since the end of the war to 
fight its way back in unit sales to the 1941 level. Even now, with a new and more 
serious threat to our national security than ever before, the industry is still at 
that minimum level to which the Chairman of the Munitions Board referred. 
In these times minimum levels are not enough. This country should have an 
industry fully capable, beyond doubts, of taking care of all needs. Great Britain 
has been subsidizing and supporting its horological industry for 10 vears, because 
of its military importance. 

The military essentiality of the industry arises out of the fact that it is the only 
industry in this country, indeed in the world, outside of Switzerland, which 
possesses the engineering knowledge, facilities, and skilled personnel necessary 
to manufacture on a mass-production basis mechanisms consisting of extremely 
small parts made to extremely close tolerances, and comparable to high-grade 
watch movements in their requirements for precision. We know from our 
experience in the last war that this unique character of the industry places heavy 
demands upon it in a war emergency period. We had to turn down requests from 
the armed services because of inadequate facilities. Since timing is becoming 
ever more important in modern warfare, and the devices of warfare are becoming 
ever more precise and complicated, requiring new and more delicate control instru- 
ments, the military demands of this emergency upon this industry will be even 
greater than heretofore. 

Moreover it is the only industry capable of producing jewel bearings on a mass 
scale. At present, practically all jewel bearings are imported from Switzerland. 
If that source of supply were cut off, we would have a serious shortage of jewel 
bearings for all delicate instruments and gages which require them. 

We do not profit as an industry from wartime production. While we are pro- 
ducing war matériel, Swiss imports entrench themselves further in our market. 
The industry has been forced to leave its markets almost wholly in the hands of 
foreign competitors during 4 of the last 9 years. If there should now be a recur- 
rence of total war mobilizations, it will mean that this industry again will be 
indefinitely out of commercial watch production, and out of research, design, and 
development work on its commercial movements. It is hardly conceivable that 
an already small industry, attempting to compete with a highly organized and 
cartelized foreign industry which completely dominates the world market and 
enjoys a substantial labor-cost advantage could ever successfully reestablish itself 
in the domestie market without tariff protection. We went into the last war with 
a little over 39 percent of the American market. By 1950 we had worked out 
way back to only 28 percent. 

This is not a problem for those industries which have only ineffectual foreign 
competition, or none at all. But it must be recognized as a severe problem of the 
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jeweled watch industry. It bears a direct relationship to the tariff protection 
which it should be afforded now. That protection should be sufficient to en- 
courage substantial, immediate expansion so that the industry can withstand, if 
necessary, some later and further competitive disadvantages resulting from con- 
version to war work. 

An interesting article which points up this particular problem confronting the 
industry appeared in the January 17, 1951, issue of Financial World. The con- 
cluding paragraph of the article contains this observation: 

“The watchmakers presently are resuming where they left off in 1945. Last 
December, Elgin reopened some of its auxiliary facilities to accommodiate a grow- 
ing volume of military output. While dollar sales should continue to rise, the 
trade position of this company will be adversely affected to the degree that war 
work replaces production for civilian use.”’ 

The same will, of course, be true of Hamilton, and the article so indicates 
This article was written independently of any knowledge on our part and, pre- 
sumably from public sources of information, as we have had no contact with this 
publication. A copy is attached for the information of the committee. Of the 
companies listed, only Elgin, Hamilton, and to a limited extent Bulova, are 
makers of jeweled watch movements. General Time and New Haven are makers 
of clock-type nonjeweled watch movements and other products. Benrus and 
Longines are strictly importers. 

We wish to call your attention, and that of the committee to our recently 
announced plan to import watch movements for sale in the $20 to $30 retail price 
range through our subsidiary, the Wadsworth Watch Case Co. of Dayton, Ky. 
We mentioned this because we want to be sure there is no misunderstanding about 
it. There are four points we wish to make in this connection. 

(a) The reason for this decision is that we have been forced out of this lower 
price range as the result of wage inflation in this country. As we have told the 
committee on other occasions, practically the entire cost of a watch movement is 
labor cost. The Swiss enjoy almost a three to one advantage in this cost factor. 
This is not intended as criticism of the Swiss; it simply results from the fact that 
our economy is geared to a much higher standard of living. Duties on watch 
movements now range from 75 cents to $2.70 per movement. This is far from 
adequate to compensate for our dollar per hour higher wages. And material 
costs have followed the same inflationary pattern. 

We have on recent occasions, called this ever-increased spread in cost differen- 
tial, not offset by adequate tariff, to the attention of this committee and have 
warned that it can drive the American industry out of the market. What we 
have foretold is now being demonstrated. It is a creeping paralysis which con- 
tinues to narrow the size of the market in which we can compete, and which must 
be dealt with before that area becomes too limited to support a profitable sales 
potential. 

(b) We have no present intention of importing movements for casing and sale 
in the price range still open to us. We will not do so unless we are driven to it. 

(ec) This decision to import in the low-price range does not in any way alte 
Flgin’s conviction of the necessity for raising the tariff to protect and expand 
American jeweled watch movement manufacturing facilities. As a matter of fact 
it strengthens that conviction because it was born out of the inadequacy of 
existing tariff protection. Even after the activation of this plan, the great bulk 
of our business will be in domestically made movements. It seems hardly neces- 
sary toreiterate that we will fight to protect that which is of the greater importance. 

(d) It is also our considered opinion that with more protection and the oppor- 
tunity for a considerably higher volume of sales there is a possibility that American 
movement manufacturers could effect enough economies as the result of the 
increased production to be able to sell again in the $20 or $30 retail price rang: 
This is the only way we can see to provide the enlarged capacity so essential to 
the adequate handling of national defense requirements. 

Because this is a problem which so vitally affects the national defense, we wish 
to reiterate that we consider it a problem appropriate to the cognizance of the 
committee and the Congress. In our opinion, it must not be allowed to get lost 
in the shuffle of the determination of an over-all international trade policy. 

Investigations brought about by our appearances at previous congressional 
hearings on this subject have resulted in the inclusion of an escape clause in the 
15-year-old trade agreement with Switzerland. As a result of this, we now have 
an opportunity, formerly accorded others, but denied to us, to obtain some relief 


through an administrative ageney, the Tariff Commission. We deem it wise to 


exhaust this approach because of the difficulties of revising our present tariff 
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statute. But the maximum relief we can obtain by this means can only help. 
It cannot wholly solve the problem. 

We are applying for an investigation by the Tariff Commussion under the escape 
clause. A brief is nearing completion and will be filed in the near future. Con- 
siderable time has been spent in the accumulation and organization of special 
data for this brief in ano effort to make it as complete as possible and to minimize 
the amount of time and field work the Commission itself will have to spend on 
this case. 

One final comment on any general extension of the trade-agreements program, 
With conditions in internetional affairs as unsettled as they are today, it would 
seem to us that the Congress should keep close control of a program that can 
have as far-reaching effects on the vitality of American business as this one does. 
Accordingly, we recommend that extensions should be made only on a vear-to- 
vear basis. 

We very much appreciate this opportunity to again review with you the status 
of our situation under this trade agreements program and we hope that these 
views will be helpful to the committee in its consideration and review of the 
program. 

Cordially yours, 
James G. SHENNAN, President. 


Makers OF TIMEKEEPERS Have Vira War Route 


COMPANIES WILL SUPPLY WAR PRODUCTS IF WATCH AND CLOCK OUTPUT IS RE- 
STRICTED. SALES SHOULD HOLD AT HIGH LEVELS ALTHOUGH PROFIT MARGINS 
WILL NARROW 


The nation’s timepiece makers presently face a situation similar to that which 
existed in early 1942 save that mobilization of men and of industry is only partial 
instead of on a large scale. Yet an announcement from Elgin National Watch 
that it has created a new ordnance division to help handle a growing volume of 
military work indicates what preparations for war signify for the watchmakers, 
While very few war orders have been announced by the watch companies as a 
group, plants have been working at capacity in recent months, partly to satisfy 
increased demand for the better known brands and partly because of new military 
business. 

During the last war, the domestic watchmakers were practically 100 percent 
in war work. Although watches and alarm clocks were made on a limited seale, 
these were high priority items for the use of military personnel and various 
individuals in Government and industry. 

Since some companies—like Bulova, which makes watch movements both 
here and abroad, and Benrus and Longines-Wittnauer, which import from Switzer- 
land—-were able to supply a fairly large quota to distributors without interfering 
with war production, the other domestic producers had to stand by as the entire 
market was usurped. Many new brands made their appearance as the importers 
of watch movements increased from dozens to hundreds and unit volume of their 
imports increased from thousands to millions. Although the stronger companies, 
such as Elgin and Hamilton, managed to recover their footing in the domestic 
market, a third leading maker, Waltham, nearly succumbed. 

Bulova, Elgin, and Hamilton, during the war, made vast quantities of jewel 
bearings, fuzes for antiaircraft projectiles, telescopic sights, aviation instruments, 
special clocks for aircraft, tanks, and other military vehicles, navigation clocks 
and watches, marine chronometers, elapsed time clocks and other essential 
precision instruments. General Time was also kept busy making low-priced 
alarm clocks for industry and Government, time fuzes of various kinds, marine 
clocks for the Navy and Maritime Commission, and special aircraft instruments. 
Its Stromberg Time subsidiary distributed in-and-out recorders, time and job 
stamps and other products with high priority applications. Benrus, whieh 
produces watch cases, crystals, and bracelets here, was called upon to do war 
work, but continued importing in volume. Longines-Wittnauer, which imports 
watches, clocks, chronographs, chronometers, and timers as well as jeweled and 
unadjusted movements, has a plant in New York where movements are timed 
and placed in cases which are purchased from outside sources. It does not partic- 
ipate to any great extent in special military work except as a supplier of time- 
pieces. With the domestic companies out of the picture during the last war, 
Longines-Wittnauer increased its sales from $4.0 million in 1941 to $10.2 million 
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in 1945. Benrus also more than doubled its dollar volume during the same 
period as did Bulova. 

War is no blessing for the domestic companies, therefore. Although dollar 
volume increases, profit margins narrow and the importing companies gain the 
major share of the market. Elgin’s operating income ouevanted to 22 percent 
of gross in 1941; two years later it had fallen to 18 percent while net income was 
$1.03 per share less ($2.85 versus $3.88). In 1944, Elgin’s net dipped to $2.43 per 
share, and in 1946, when the country was flooded with imports, it sank to as low 
as $1.41. Bulova, the domestic maker-importer, was also affected by declining 
profit margins in wartime, but it was able to increase dollar volume year by 
year through 1945. 

The leading timepiece makers 


Earned per share 


Divi- 

Cc any ri , 
ompany ended Annual Interim o—_ 
1949 19%) |—— . . _ 195) 


1948 luay 104s 1Y4Y 


Recent 
price 


Millions Millions 
Benrus Watch Jan.31! | $9.3 |? $10.¢ 2.04 $0. 53 @) | 
Bulova Watch.. Mar. 31) §.§ . 4824 45.49 533.14! 
Elgin Nat. Watch Dec, : ‘ ; 2144 208 #100 


General Time Dec. ¢ 31. 7 9. 31 6.31 63.64 

Hamilton Watch ; Dec. : s. a 4.06 ey 22.33 | : ‘ 
Longines-W ittnauer Mar. : . 3.! 42.27 47) | a1) 
New Haven Clock Dec. : 2. 2.3 6.40 6s () None | 


1 Of following year. ? Nine months. * Not reported. 4 Years ended March 31 of following year. § Six 
months. * 40 weeks. * Plus 10% stock. * Deficit. 


The recent decline in watch company earnings following the postwar high 
established in 1948 was attributable to two factors—large inventories of a num- 
ber of war-born importers and assemblers, and a price-cutting wave started by 
Waltham. In 1949, after Waltham offered several hundred thousand watches for 
sale at half price, importers resorted to cut-price sales to get rid of their top-heavy 
inventories. The same situation prevailed through much of last vear. Mean- 
while the domestic watch manufacturers petitioned for tariff relief. Although 
tariffs on watches were not raised, an “escape clause’ was incorporated in the 
Swiss trade treaty providing that if the President of the United States finds that 
the import duty is insufficient to compensate for differences in wage rates, etc., 
then tariff rates may be raised. 

There was some change for the better following outbreak of war in Korea, 
however. Recalling the situation which prevailed during the last war, whole- 
salers and jewelers began to buy the better known brands of watches in larger 
quantities. The September quarter marked an upturn for both Elgin and Ham- 
ilton. Elgin, which earned only 33 cents a share through its June period (24 
weeks) reported 76 cents per share for the ensuing 16 weeks ended October 7 
Hamilton, which went into the red during the March quarter, reported 23 cents a 
share for the June quarter, and made $1.19 a share during the three months ended 
September 30. This upward trend continued through the rest of the vear. 

he watch-makers presently are resuming where they left off in 1945. Last 
December, Elgin reopened some of its auxiliary facilities to accommodate a grow- 
ing volume of military output. While dollar sales should continue to rise, the 
trade position of this company will be adversely affected to the degree that war 
work replaces production for civilian use. The same will be true for Hamilton, 
although General Time, owing to diversification, will be less affected and may 
even look for improvement. 

Mr. Coorrr. Is there anyone else present desiring to be heard on 
this bill? 

The hearings will now be closed, and the committee will meet in 
executive session at 10:30 o'clock on Monday morning to consider 
the bill, H. R. 1612. 

The committee will stand adjourned until 10:30 o’clock* Monday 
morning. 
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(Whereupon the committee adjourned until Monday, January 29, 
1951, at 10:30 a. m.) 
(The following statements were submitted for the record :) 


STATEMENT OF NaTionaL Coat Association Brerore THE House Ways AND 
Means ComMMI?TTes IN CONNECTION Wirn H. R. 1612 (Trape AGREEMENTS 
EXTENSION Act oF 1951) 


This statement is submitted by the National Coai Association on behalf of the 
owners and operators of bituminous coal mines in the 28 coal-producing States of 
the Nation. The association represents approximately 75 percent of the total 
commercial production in the United States. We appreciate this opportunity to 
present our views on the bill (H. R. 1612) which proposes to extend the Trade 
\greements Act for a period of 3 vears from June 12, 1951. 

It is our purpose to direct the attention of the Congress to the dangers inherent 
in the policy of permitting the unrestricted importation of oil from foreign sources. 
If the House Ways and Mieans Committee is to recommend another extension of 
the Trade Agreements Act, we urge that (1) such legislation include a quota 
restriction on the importation of residual fuel oil and (2) such extension of the 
rade Agreements Act be limited to a period of 1 vear from June 12, 1951. 

In this time of grave international crisis one does not lightly question the 
propriety of unrestricted trade with friendly nations. However, when the policy 
of unlimited importation threatens to deprive a basic-resource industry of its 
ability to serve the Nation and the Military Establishment in time of emergency, 
justification exists for an examination of the program as a whole to determine 
whether some basis for modification exists 

On March 2, 1934, the President of the United States sent a message to the 
Congress requesting authority to enter into executive commercial agreements 
with foreign countries for the reciprocal reduction of tariffs and other barriers to 
the flow of international trade. The President, in asking for the authority, 
indicated that it was ‘‘part of an emergency program necessitated by the economic 
crisis’ and that the request was “an essential step in the program of national 
economie recovery.”’ In commenting upon the prospective exercise of this 
authority, the President had this significant statement to make: 

“The authority must be carefully weighed in the light of the latest information 
so as to give assurance that no sound and important American interest will be 
injuriously disturbed * * * the adjustment of our foreign trade relations 
must rest on the premise of undertaking to benefit and not to injure such 
interests.”’ 

It can be shown beyond question that the coal industry has been injured by 
the operation of the reciprocal trade policy and that this great industry is entitled 
to protection. We do not believe that the entire reciprocal trade policy must 
inferentially be abandoned because of selective modifications in the interests of 
protecting a basic domestic industry from unfair foreign competition. On the 
contrary, protective modifications fall within the framework of the administrative 
policy enunciated by the President. Such action is also implicit in the acceptance 
of the “escape clause”’ principle in reciprocal trade agreements. The escape clause 
Was first included in the agreement between the United States and Mexico (1943) 
and subsequently appeared in the agreement with Paraguay and in the multi- 
lateral general agreement on tariffs and trade (1948). The escape clause provides 
that under specified conditions either party to the agreement may withdraw o1 
nodify any concession made. The Tariff Commission is directed, under Executive 
Order 10082, to conduct investigations to determine the facts and to recommend 
remedial action for the President's consideration in cases where facts justifying 
invocation of the escape clause are found to exist. 

The difficulty here, however, is that the Tariff Commission has not exhibited 
any inclination to grant requested relief pursuant to the escape clause procedure, 
but what is more important, even if such “relief” were accorded the coal industry 
no useful purpose would be served since the existing import excise tax on oil is 
only 21 cents per barre|—an amount wholly inadequate to keep coal competitive 
with cheap foreign oil 

In 1949 the importation of foreign oil supplanted about 150,000,000 barrels of 
\merican petroleum production and resulted in surplus residual oil of 100,000,000 
barrels which, in turn, displaced 25,000,000 tons of coal. This meant that 25,000 
miners and 25,000 transport workers lost their jobs. The coal industry lost 
$125,000,000 in gross income; and the railroads, $75,000,000 in freight revenues. 
The Nation, States, and cities lost tremendous sums in purchasing power and 
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taxes. Resultant unemployment in the coal and railroad industries brought about 
by foreign oil added materially to heavy relief burdens of States and cities. At- 
tached exhibit No. 1 is a pamphlet entitled, ‘‘The Dangers of Foreign Oil,”’ which 
was prepared by the National Coal Association in connection with its program last 
year to direct attention to the seriousness of the problem to the coal industry 
Exhibit No. 2 is attached for the purpose of showing the growing volume of oi! 
imports from 1938 through 1949. There is also attached as exhibit No. 3 th 
most recent figures of the United States Department of the Interior showing reeord 
importations of crude and residual oil for the year 1950. The report indicates that 
there was a daily average of 836,000 barrels imported during this period and tha 
the totals for the vear amounted to 304,882,000 barrels. It is obvious that coa 
tonnage displacements and the impact upon labor, railroad, and related industries 
was even more severe in 1950 than was the case in 1949, 

In response to the publie demand for action, a subcommittee of the Senat: 
Committee on Labor and Public Welfare initiated hearings on May 22, 1950 
pursuant to Senate Resolution 274 to determine the ‘‘causes of increasing unem 
ployment in the coal, oil * * * and railroad industries.”” The subcommittee 
was headed by Senator Matthew M. Neely (Democrat, West Virginia), while the 
other members of the subcommittee were Senators Elbert D. Thomas (Democrat, 
Utah) and Robert A. Taft (Republican, Ohio). 

Fifty-five witnesses voluntarily appeared and offered testimony in these 
hearings, including such distinguished Members of the House of Representatives 
as Hon. Carl Albert (Democrat—Oklahoma), Hon. Lindley Beckworth (Demo- 
crat—Texas), Hon. M. G. Burnside (Democrat—West Virginia), Hon. Ed Gossett 
(Democrat—Texas), Hon. E. H. Hedrick (Democrat—West Virginia), Hon 
John Kee (Democrat—West Virginia), Hon. Carl D. Perkins (Democrat 
Kentucky), Hon. Robert L. Ramsay (Democrat—West Virginia), Hon. Edward 
H. Rees (Republican—lKansas), Hon. Harley O. Staggers (Democrat— Wes! 
Virginia), and Hon. James E. Van Zandt (Repubiican— Pennsylvania). 

The foregoing impressive array of witnesses from among the membership of 
the House of Representatives clearly established for the record that remedial! 
legislation by the Congress was long overdue. For example, Representative 
Kee, the distinguished chairman of the House Foreign Affairs Committee, testified 
that the damage resulting from unrestricted importations of foreign oil was o! 
serious and alarming proportions in the State of West Virginia. He pointed out 
that far eastern oil has the lowest paid oil labor force in the world and stat« 
that the coal industry could not stand this form of unfair competition. Repre 
sentative Kee concluded by stating that he desired to put himself ‘‘on record as 
a Member of Congress being ready to support any measure, whatever it is, that 
would relieve the situation.” 

On July 14, 1950, the subcommittee of the Senate Committee on Labor and 
Public Welfare issued a unanimous report on the hearings held pursuant 1 
Senate Resolution 274. Although the report (S. Rept. 2042, Sist Cong., 2d 
sess.) is attached hereto as exhibit No. 4 so that committee members may readiiy 
refer to this document, it, nevertheless, seems appropriate to highlight a few of 
the statements contained therein. In appraising the materiality of the report 
for the purposes of this hearing, it is well to bear in mind that it was issued after 
the Korean crisis which developed June 25, 1950. Pertinent excerpts are as 
follows: 

“Many distinguished witnesses, including United States Senators, Governors 
of States, Members of the House of Representatives, and prominent spokesme! 
for the coal, oil, and railroad industries testified that if oil imports continue a 
present levels, these industries will suffer lasting injury. 

“The indispensabilitv of the coal, oil and railroad industries to our nationa 
economy and security requires that measures be promptly taken to prevent their 
deterioration. 

“The committee fully recognizes this Nation’s heavy responsibility to expa! 
commerce, to the limit of its capacity, between the United States and friend! 
foreign countries. But when policies designed to increase trade result in con- 
tinuing injurv to the economic well-being of the American people, it become- 
necessary to reexamine those policies and to weigh the evident harm against thr 
assumed benefit. 

“Tt is perhaps inevitable and certainly understandable that those preoceupic’ 
with urgent problems of global concern should be somewhat insensitive to protest- 
of domestic economie dislocation. Fortunately, such lack of vision is not chara 
teristic of legislative representatives entrusted by the Constitution with respons 
bility for the welfare of the people of the United States.” 
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Of equal importance, but of special interest to the members of this committee 
are the hearings which were initiated by a subcommittee of the House Committee 
on Education and Labor on June 1, 1950, pursuant to House Resolution 75. 
The subcommittee was headed by Hon. Tom Steed (Democrat, Oklahoma), 
and the other distinguished members were Representatives Bailey (Democrat, 
West Virginia), Burke (Democrat, Ohio), Smith (Republican, Kansas), and 
MeConnell (Republican, Pennsylvania). 

Approximately 40 witnesses appeared in these hearings, including responsible 
representatives from the bituminous coal industry and various affected railroad, 
labor, small business, and independent oil groups. It may be of interest to the 
committee that many distinguished Members of the House of Representatives 
appeared at the hearings, including Hon. William H. Bates (Republican, Massa- 
chusetts), Hon. Thomsa A. Jenkins (Republican, Ohio), Hon. E. H. Hedrick 
(Democrat, West Virginia), Hon. Harley O. Staggers (Democrat, West Virginia), 
Hon. Hubert B. Seudder (Republican, California), Hon. Robert L. Ramsay 
(Democrat, West Virginia), Hon. James FE. Van Zandt (Republican, Pennsylvania), 
and Hon. Wayne L. Hays (Democrat, Ohio). 

The subcommittee has not as yet issued its formal report or recommendations, 
It is significant, however, that on January 15, 1951, the subcommittee chairman, 
Representative Tom Steed, delivered a speech from the floor of the House directing 
attention to the continuing importance of this problem and recommending 
remedial action by the Congress. The following quotations are from the Con- 
gressional Record: 

“Since the Congress will be called upon this session to consider again the re- 
ciprocal trade program, I commend these hearings to the Members who desire 
more factual information on just what far-reaching authority is granted and how 
the careless use of this authority can and does frequently undermine whole indus- 
tries in this country. 

“These hearings contain considerable information about how we have per- 
mitted reciprocal trade agreements to benefit nations behind the iron curtain and 
to harm American factories and workers. I hope the Congress will provide the 
safeguards in the new reciprocal trade legislation that we need to avoid these 
abuses in the future.” 

Is there security in foreign oil? This is a question that should be asked and 
must be answered to the satisfaction of the Congress and the American people. 

It is not just the partisan opinion of bituminous coal witnesses that foreign oi! 
would be immediately cut off in the event of all-out war. The attention of the 
committee is directed to the testimony of Rear Adm. Burton B. Biggs, Executive 
Secretary, Munitions Board Petroleum Committee, before the House Small 
Business Committee on June 15,1949. In connection with discussions relative to 
the reliability of foreign oil for military security purposes, the following colloquy 
occurred: 

“Mr. Evxiis. Admiral Biggs, now with regard to our lines of defense. As far 
as the Middle East, far eastern oil reserves are concerned, one of the major 
immediately potential enemies we have could walk out very easily some morning 
after breakfast and take those over; could they not? 

“Admiral Bices. It is possible that the Middle East could be rendered 
untenable.” 

Senate Report No. 2042 (exhibit No. 4), issued by Senators Neely, Thomas of 
Utah, and Taft, has this to say on the subject of the dependability of foreign 
oil in the event of war: 

“These witnesses point out that oil imports would not be a dependable source of 
fuel supply in a war emergeney and that a curtailed domestic coal industry would 
be unable to supply wartime demands. We would have fewer coal miners than 
in the last war, when the national interest required soldiers to be furloughed and 
returned to the mines. Coal operators stressed the fact that coal mines cannot be 
kept in storage and that it takes from 1 to 2 years to restore a closed mine to full 
production. Coal can be stored by various users up to a 180-day supply. The 
storage facilities for residual oil are severely limited and the cutting off of the 
imports of oil supplies even for a few days might be disastrous. 

“Witnesses in behalf of the independent producers of oil, attacking the position 
taken by the Assistant Secretary of State, testified to the effect that strategic 
considerations render it imprudent for this country to depend upon foreign oil 
supplies in the event of war, and that the maintenance of an adequate, flourishing 
domestie oil industry is indispensable to our prosperity in time of peace and our 
security in time of war.”’ 
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In conclusion, we believe that the future national security of our country 
depends upon the enduring strength and vigor of the coal industry. We hav: 
made every effort in this statement to address ourselves exclusively to the facts. 
The record will show that the policy of unrestricted importations of foreign oi! 
has resulted in severe damage to our industry, and we are confident that justifica- 
tion exists for seeking remedial legislation. With the stakes to the Nation so 
high, there is no room for retreat behind the once comfortable words, ‘‘trade 
barriers’”’ and “economic nationalism.’’ It is obvious to an important segment 
of the American people that there must be congressional action; it is hoped that 
the Eighty-second Congress will perceive that the time is now. 

Specifically, the bituminous coal mine owners and operators respectfully urge 
that the House Ways and Means Committee: 

(1) Amend H. R. 1612 by adding a provision thereto which would impose a 
quota restriction on the importation of residual fuel oil limiting the permissible 
entry of residual fuel oil into the United States in any calendar quarter to 5 per- 
cent of domestic demand for residual fuel oil in the corresponding calendar 
quarter in the previous year, excluding, however, the residual fuel oil imported 
for military purposes or reexport. 

(2) Amend H. R. 1612 by limiting the effective extension period of the Trade 
Agreements Act to a period of 1 year from June 12, 1951. 

NATIONAL COAL ASSOCIATION, 
By Rosert EF. Lee Haw, Counsel. 


Exurpir No. 1 


THe DANGERS oF ForeIGn O11—Excesstve Imports THREATEN AMERICAN 
BusINESS AND NATIONAL SECURITY 


(National Coal Association, Washington 5, D. C., April 1950 


a. * 


“It appears that the current oil imports program is going to 
weaken instead of strengthen the country’s fuel structure of the future. 
Its effects will be to depress American petroleum and coal production 


and to discourage advancement in synthetie oil output * * * make 
America unnecessarily dependent on foreign fuel supply. * * *” 
NatronaL Brruminous Coat Apvisory CouNcIL. 


Imports of foreign oil— now flowing freely into the United States at a rate 
approaching a million barrels daily— threaten business in general and the national 
security. 

Day-to-day damage from this flood of foreign oil— damage to the coal, petro- 
leum, and transportation industries—already is apparent. Immense ears 
damage to the Nation’s fuel economy, security, and welfare is on the horizon 
unless this flow of foreign oil is checked. Immediate action is needed so that 
the problem, so serious to the bituminous coal industry, the mine workers, the 
railroads, and the independent petroleum producers, can be solved. 


HERE IS THE PROBLEM 


Damage of great magnitude has been inflicted on the United States fu 
economy since the close of World War II as a result of the unwarranted increase 
in oil imports from foreign sources. Dr. James Boyd, Director, United State- 
Bureau of Mines, asked the National Bituminous Coal Advisory Council to make 
a thorough study of the problem. The Couneil— organized to advise the Seere- 
tary of the Interior on matters affecting coal and national security— made its 
report on March 8, 1950, stating in part: 

“It appears that the current oil-imports program is going to result in a devel 
opment opposite to the one declared to be its objective. The program will tend 
to weaken instead of strengthen the country’s fuel structure of the future. [t= 
effects will be to depress American petroleum and coal production, and to dis- 
courage advancement in synthetic-oil output. What it will do is make America 
unnecessarily dependent on foreign fuel supply and, at the same time, without 
proper safeguards in ease import flow is blocked or reduced. If this is a proper 
conclusion, then the country is moving in the direction of fuel shortages, not a 
pleasant prospect for an economy that should expand, and remai:. powerful for 
security purposes.” 
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DAMAGE DONE TO DATE 


Imports of foreign oil—particularly residual fuel oil—have had adverse effects 
on the American economy as a whole. 

American-produced coal and United States petroleum are being displaced in 
heavy volume. Employment and traffic are reduced as a dire -ct and costly result. 
Oil imports in 1949 averaged 642,000 barrels daily—i. e., 234,000,000 barrels for 
the vear—a 70-percent growth since 1946. One-third was residual fuel oil—the 
kind burned under boilers—and nearly all of the remainder was crude giving a 
relatively high yield of residual. This residual—a fuel pushed into the market 
to displace United States coal and petroleum—is the main product derived from 
foreign oil. Imports began to build up excess oil supply in 1948 which caused 
storage tanks to bulge with the residual product. Consequently, dumping 
residual was resorted to through the medium of price slashing. Prices that aver- 
aged $3 per barrel in New York Harbor in 1948 were steadily cut. More price 
reductions followed as imports and residual continued to increase in 1949. 

The net result was that residual made serious inroads into the coal market in a 
year’s time, but to do it the price had to be lowered by as much as one-half. 
Residual prices dropped, but there was no reduction in the price of gasoline and 
other refined products as the general consuming public had been led to believe 
would ensue. Those who expected benefits from imports of foreign oil really got 
nothing; some cheap residual for the moment, yes; but no savings on their auto- 
mobile or tractor gasoline 

A million barrels of dumped foreign residual oil would displace 250,000 tons 
of coal and 250 mine workers. It would take $750,000 in freight revenue from the 
railroads alone and idle 250 transportation workers, Multiply this many times 
and the extent of the damage is revealed. 

In 1949, the imports of foreign oil supplanted about 150,000,000 barrels of 
American petroleum production and resulted in surplus residual oil of 100,000,000 
barrels which displaced 25,000,000 tons of coal. This meant that 25,000 miners 
and 25,000 transport workers lost their jobs. The coal industry lost $125, a. 000 
in gross income and the railroads $75,000,000 in freight revenue. The Nation, 
States, and cities lost tremendous sums in purchasing power and taxes, all from 
this dangerous flow of alien oil into the United States. Resultant unemployment 
in the coal and railroad indus tries—brought about by foreign oil added materially 
to heavy relief burdens of States and cities. 


FUTURE IMPACT OF FOREIGN OIL 


In the immediate future—1950, for example—displacement of American coal 
and oil by foreign oil can be double what it was in 1949, and more in each suecceed- 
ing year, if the import trend continues; a loss of 50,000,000 tons of coal; unem- 
ployment for 50,000 miners and 50,000 transport workers; a revenue loss of 
$250,000,000 for the coal industry and $150,000,000 for the railroads 

Not. too many vears al iead, if imports continue to incresse at the present rate 
a major part of the entire American fuel supply may come from foreign sources. 
This possibility spotlights the import program as one endangering national 
security and welfare. Once this country becomes dependent upon foreign oi!, the 
flow of imports has to be maintained at high levels; otherwise there will 
critical fuel shortage. 

Furthermore, if excessive imports of foreign oi] are permitted, the country’s 
fuel and transportation capacity surely will shrink in alarming proportions. 
Inadequate fuel from American sources and curtailed transportation certainly will 
stunt the United States economy and weaken national defense. 

American coal, petroleum, and transportation are unable to shoulder the heavy 
investment of maintaining stand-by fuel capacity for which there would be no use 
unless the day comes when the imports of foreign oil are cut off by war or other 
reasons. Maintenance of their normal places in the United States economy is 
necessary if they are to remain strong and capable of fueling the America of the 
future. 

Time is a factor, too. If imports cease suddenly, new United States mines and 
wells and transportation cannot be brought into operation overnight. Mean- 
while, there will be fuel shortages here. Assurance of a full fuel supply—so 
vitally needed for the country’s defense, security, and welfare—is better than 
speculation that oil imports will never be disrupted. 
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EQUITABLE LAW IS NEEDED 


Foreign oil presents a problem of national significance, the solution of whic! 
‘an come only through treatment having essential regard for the Nation’s defense, 
security, and welfare. When imports of foreign oil are adjusted to a sensible 
basis, by appropriate congressional action, America will be saved from the serious 
dangers now confronting the United States fuel economy. An equitable law, 
which will prevent excessive imports, is urgently required. Such Federal legis- 
lation is needed to encourage the domestic fuel industry to remain vigorous. 

American irfdustries—coal, petroleum, and railroads—must be enabled to meet 
the Nation’s fuel needs at all times. Their business growth should be forever 
encouraged. Future development in these key United States industries likewis 
needs a clear go-ahead signal. Such encouragement and development can be 
brought about by reducing imports of foreign oil to a level where they will only 
supplement rather than supplant American fuel capacity. 


Exuisit No. 2 


United States oil imports and exports (excluding United States military 


[Barrels per day] 





Imports Exports 


Products | Total Crude Products Total 


1938... : ; 72, 400 | 76, 400 | 148, 800 211,7 319, 100 530, 80K 
lysyv | 90, 700 | 71, 100 41, 800 197, 5 320, 200 517, 700 
Mo : 116, 500 112, 300 228, S00 140, 7 215, 800 306, 400 
1941 138,600 | 127, 500 266, 91, | 207, 100 298, 204 
1042 . 33, 700 (4, S00 5 92, 7 227, 600 320, 300 
1M43 . 37, 900 135, 800 | . 113, : 297. 800 | 410, SOX 
1944 22, 400 129, 800 : : 93, : 473, 700 567, 300) 
1945... 203, 700 107, 600 : 90, | 410, 900 | 501, 300 
ae 235, SOO 141, 400 | 377, : 116, : 303, 200 419, 5x 
= ee 267, 200 169, 500 436, 7 27, 323, 600 450, 600 
1948... x 52, 700 160, 100 512, 108, 259, 900 368, 700 
BOGe scence 26, 027 213, 699 639, 72 8S, 767 240, 000 328, 767 








Source: Department of the Interior, Oil and Gas Division, February 1950. 


The source of crude oil imports for 1949 is indicated in the following table, the 
large shipments of residual fuel oils being primarily from the Caribbean: 
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Oil imports into United States, 1949 


CRUDE OIL 


To east Coast ports, from— 
Colombia 
Curacao and Aruba 
Iran 
Iraq 
Kuwait 
Mexico 
Saudi Arabia 
Venezuela 


Total 


other United States ports, from 
Kuwait 

Mexico 

Sandi Arabia 

Venezuela 


Total 
Total crude oil 


To east Coast ports: 
Distillate fuel oils. 
Residual fuel oil. 
Other 


le other United States ports: 
Distillate fuel oils 
Residual fuel oils. 
Other. : 


Sa 


Total refined products_._. 





Source: Bureau of Mines 


Exuipir No. 3 


Daily tin ports of fore ign oil, 1950 


[Barrels] 


Refined products 


Crude F 


Montl | 
fonth petroleum 


Other 
refined 
products 


Residual 
fuel oil 


28, 000 
21, 000 


487, 000 
411,000 
471,000 
511,000 
439, 000 
49s, 000 
486, 000 
501, 000 
425, 000 
510, 000 
466, 000 
4583, 000 


453, 000 


5, 000 
, 000 
000 
7, 000 
, 000 
, 000 
WY, OOO 
04, 000 
2. 000 
3, 000 
3, 000 
4, O00 


January 
February 


26, 000 
39, 000 
51, 000 
44, 000 
31, 000 
43, 000 
32, 000 
34, 000 


eptember 
October 
November 
December ! 


12 months average 


¥, 000 
Total, 1950 ston ' 


34, 000 


Total barrels 


23, 000 | 
30, 000 > 


TRADE AGREEMENTS ACT 


Barrels daily 


11, 448, 000 
3, G91, 000 
1, 107, 000 

341, 000 
19, 072, 000 
}. 756, 000 
15, 723, 000 
S1, 045, 000 


136, 483, 000 


®, OOO 
2, 277, 000 
120, OOO 
10, 036, 000 


18, 429, 000 


14, 922, 000 


1, 717, 000 
74, 100, 000 
1, 416, 000 


3, 000 


3, OOO 

$55, 000 

1, S518, 000 
1. ve 


l O00 


79, 29, 000 


| 
j 


(5) 


841, 000 
684, 000 
869, 000 
SAS, O00 
766, 000 
B38, O00 
S06, 000 
S3Y, 000 
S59, 000 
896, 000 
S01, OOU 
S36, OOO 


26, 061, 000 
19, 162, 000 
26, 946, 000 
26, 651, 000 
23, 753, 000 
25, 154, 000 
24, 976, 000 
26, 015, 000 
25, 765, 000 


25, 407, 000 
304, 882, 000 


836, 000 





! December estimated based on daily averages January to November, 


Source: U. S. Bureau of Mines. 


inclusive. 
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Exuipir No. 4 
{S. Rept. No, 2042, Sist Cong., 2d sess.] 
Causes or UNEMPLOYMENT IN THE CoAL AND OTHER Speciriep INDUSTRI: 


Throughout the country favorable economie conditions generally prevail, bu: 
in a number of vital industries there is conclusive evidence of increasing under 
employment and unemployment. Considerations of national security, no le- 
than the prosperity of entire communities, and the welfare of wage earners ani! 
owners of the affected industries, make prompt congressional attention to th 
matter imperative. 

Senate Resolution 274 on this important subject was unanimously adopted 
It is as follows: 

“Resolved, That the Committee on Labor and Public Welfare, or any du! 
authorized subcommittee thereof, is authorized and directed to make an investiua- 
tion of the cause or causes of increasing unemployment in the coal, oil, silver, zine 
lead, and railroad industries. The committee shall report its findings, togethe: 
with such recommendations as it may deem proper, to the Senate on or before tl. 
twenty-fifth day of June 1950.” 

During the subcommittee hearings on the resolution—between May 22 a: 
June 16—the subcommittee heard everyone who expressed a desire to testify. 


COAL INDUSTRY 


The great industrial achievements of this country could not have been possib|: 
except for the abundant supplies of fuel energy available to our productio 
machine and transportation system. The abundance of these supplies has mac 
possible an enormous increase in the quantity of goods produced. It has mad 
possible the high standard of living achieved by the American people. 

In this process, coal has played an essential role. Without coal, these achiev: 
ments could not have been made. Without coal, American production can: 
continue at a high level. 

Coal is thus indispensable to the American economy. A healthy coal industry 
is of vital importance to the American people. 

The increasing seriousness of the problem of unemployment and reduc 
production in the coal industry is therefore of the greatest concern to the Natio: 
The welfare of the wage earners and the industry affected as well as that of tly 
Nation requires that a prompt solution be found. 

The seriousness of the situation in the coal industry is revealed in the fact that 
employment in the bituminous coal industry dropped from a postwar peak 
435,000 in September 1948 to an average of 391,000 in the second half of 194" 
With the reopening of the mines in Mareh 1950, employment climbed or 
slightly to 396,000. The magnitude of the reduction in coal-mining operatio: 
is more sharply outlined by the 34-percent drop in man-hours between Septem!» 
1948 and the last half of 1949. Between 1947 and 1949 bituminous coal tonna 
produced dropped 31 percent. 

Evidence of the desperate situation confronting many coal communitic 
found in the May 31, 1950, report of the Bureau of Employment Security jdesigna 
ing 12 coal-mining areas as critical areas of unemployment (areas in which 
unemployment ratio is over 12 percent). These are: Jasper, Ala.; Cairo, Cra 
Orchard, and Mount Vernon in Illinois: Clinton and Terre Haute in India 
Cumberland and Garrett County in Maryland; Greensburg, Johnstown, Pot! 
ville, Seranton, and Wilkes-Barre in Pennsylvania. In central Pennsylvania alo 
4H} mines have been closed since January 1, 1949. (See appendix A.) 

The unemployment problem in the bituminous industry is especially acu 
because of the concentration of the industry in areas where mining provides 
major source of jobs. Little opportunity exists for alternative employment 
ease of mine shut-downs. This not only aggravates the problem of caring for t 
unemploved miner but also gives rise to serious problems to the entire communit 
because of the special relationship of the economy of the community to the pros- 
perity of the coal industry. 

For example, in the past 20 years the State of West Virginia has been the larges' 
producer of bituminous coal in the United States. It now produces 28 pere: 
of the national coal output. It is estimated that two out of every three citiz« 
of that State depend for their welfare either directly or indirectly upon the c 
industry. For the fiseal year 1948-49 one-third of the State’s largest single 
source of revenue, the gross sales tax, was paid by the coal industry. In additio: 
the coal-carrying railroads paid approximately 9 percent. 
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The testimony shows that in excess of 10,000 mine workers in the State have 
been unemployed during the past year. According to Okey L. Patteson, Gov- 
ernor of West Virginia, coal production in West Virginia fell from 14,833,000 
tons in the month of March of this year to 10,975,911 tons in April. Production 
in March was abnormal owing to a heavy demand in the industry to replenish 
depleted stocks. Continued production, however, on the April basis, would 
give an annual production in West Virginia of 130,000,000 tons, a loss of 44,000,000 
tons under 1947 and a loss to coal mines of $120,000,000 in wages. Total wages 
paid by the coal industry has declined in the postwar period from 33.7 percent 
of all wages paid in the State in 1947 to 21.9 percent in 1949. 

This decline has been reflected in a substantial drop in the State’s tax income. 
In the first 3 months of 1950, the vield of consumer sales taxes fell from $5,700,000 
in 1949 to $4,700,000 in a similar period of 1950. In the same period the gross 
sales tax on business and industry fell from $9,800,000 to $8,200,000. The vield 
of gross sales taxes on coal in April 1949 was $1,084,000 and for the same month 
of the current yvea™ it amounted to $531,000; while the vield of gross sales taxes 
in the same month from all industry fell from $3,377,000 in 1949 to $2,466,000 
in 1950. For the 9 months ended April 30, 1950, coal paid only $6,272,000 in 
gross sales taxes as compared to $9,551,000 in the same period of last vear. 

Coal companies long established in the industry have not escaped the impact 
of the decline in the market for coal. Testimony of a representative of the New 
River Co., of West Virginia, reveals that that company had shipped most of the 
fuel requirements of the Boston Edison Co. for almost 40 vears. Two years ago 
a contract for 1,200,000 tons per vear for 5 vears was written. Last vear, in the 
contract period from April 1 to April 1, the utility company purchased only 
60,000 tons of coal. The utility company is now using 98 percent oil and 2 percent 
coal, and the New River Co. expects to ship only 50,000 tons of coal on a 900,000- 
ton contract this year. 

The New River Co. had also been shipping a substantial part of the 200,000 
tons annual consumption to the Montaup Electrie Co. in Massachusetts; 210,000 
tons to the New Hampshire Power Co.; and 100,000 tons to the Maine Power & 
Light Co. All of this has been converted to total oil consumption. Two years ago 
the New River Co.’s agent in New England placed 3,700,000 tons of coal in New 
England. 

The situation is equally serious in Pennsylvania, the second largest coal- 
—— State in the Nation. In 1948 it produced 134,542,000 tons of coal. 
n 1949 the figure dropped to 91,483,000 tons. This reduction of 43,059,000 tons 
represents a complete loss of employment to 10,750 miners and a daily wage loss 
of $161,250. 

For example, Joseph T. Berta, president of the Pennsylvania Coal & Coke Corp., 
testified that his company, which normally serves a representative cross-section 
of industry and utility users along the Atlantic seaboard, has suffered a decline 
of almost 500,000 tons in its contractual business since 1948. Employment by the 
company declined from 1,605 men in January 1949 to 1,203 in January 1950 and 
to 878 on May 10, 1950. 


IMPORTED OIL AND UNEMPLOYMENT IN THE COAL INDUSTRY 


While there is disagreement as to the extent of the effect, there is no disagree- 
ment among the witnesses as to the fact that the importation of fuel oil has had 
an adverse effect on the Nation’s coal industry. Thus, Charles L. Harding, a 
director of the importing Socony-Vacuum Oil Co., as a witness for his corporation, 
testified: 

“*T do not deny that oil is in competition with coal or that fuel oil, which is being 
imported, is taking business that if it were not imported would probably be 
supplied by the coal industry. * * *” Mr. Harding subsequently declared: 

‘‘Now there is no question in my opinion but what to the extent that foreign 
oil is coming into this market and replacing coal to the extent of 9,000,000 tons, 
if that oil were shut out, that particular phase of the market would likely be 
taken over by coal because domestic oil is not available for it.” 

Similarly, on March 1, 1950, the Petroleum Imports Committee in its report 
to the National Bituminous Coal Advisory Board stated: 

“The pushing of foreign oil into the American fuel market in a volume not re- 
quired for supply reasons obviously is disturbing. This has been the case during 
the last year. Effects have been adverse to coal and even to the oil industry 
itself. Immediately ahead, oil imports are scheduled to increase and a further 
shake-up of the fuel structure is expected.”’ 
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Thomas Kennedy, vice president of the United Mine Workers, testified tha: 
100,000,000 barrels of residual oil were imported during 1949, displacing or 
directly affecting the worktime of 25,000 mine workers. D. T. Buckley of the 
National Coa! Association testified to the same effect. 

Estimates of the extent to which coal production has been affected by the 
importation of fuel oil thus varied substantially. As indicated above, Harding 
of the Socony-Vacuum Co. indicated that such importations had resulted in a 
reduction of coal production of approximately 9,000,000 tons. Witnesses or 
behalf of coal producers and United Mine Workers contended that the resultan: 
reduction was closer to 25,000,000 tons during the vear 1949. On this basis they 
estimate that 25,000 miners and 25,000 railroad workers were thrown into the 
ranks of the unemployed during the year 1949. This calculation is based upon 
the fact that it takes about four barrels of residual fuel oil to supplant a ton of 
coal. It is estimated that on the average each million barrels of residual dis- 
places 250,000 coal tons, 250 miners, and the same number of railroad employees. 

What are the facts? The two main types ef oil with which this investigation 
has been concerned are crude oi! and residual oil. The coal market affected has 
been the east coast, chiefly public utility and industrial users of coal slack. This 
area has for many vears been the major market for slack produced in our Southern 
and Middle Atlantic coal fields. It is in this area that all of the imported residual! 
fuel oil has been sold. 

Statistics of the Federal Power Commission indicate the displacement of coal 
by residual oil that has taken place recently in this area among 26 electric utility 
users. Between September 1948 and 1949 coal was displaced in an amount in 
excess of 6,000,000 tons as oil consumption increased five times. The following 
table sets forth the results of this study: 


Coal and oil consumption by select electric utilities 





Coal consumption Oil consumption 


| September | September | September | September 
! I 
104s 1949 1048 1949 


} 
| 
| Tons | Barrels | Barrels | Barrels 
New England (19 plants)__................... : 293, 000 79, 000 | 373,000 | = 1, 176, 000 
Middle Atlantic (7 plants)... EP SSE AS 680, 000 363, 000 | 58, 000 | O03, OO 


Total... eee 973, 000 442, 000 | 431, 000 2, O79, Ox 
' 





Source: Federal Power Commission. 


The witness, Harding, contends that for the purpose of determining the impact 
on the bituminous coal industry, the quantity of residual fuel oil imported alon 
is significant. The basis for this assertion is that if the importation of crude oil 
were prohibited domestie producers would increase their runs to the stills to mal 
up the amount of imported crude. This would not be the case with respect to 
residual oil, it is stated, since oil producers do not ordinarily increase the quantity 
of production merely to obtain an additional supply of residual oil. 

Representatives of the coal industry point out, however, that the measure o 
the competition to coal by residual oil is not reflected solely in the quantity of 
residual oi! imported since the refining of crude oil which is imported results i: 
an additional and substantial quantity of residual oil. Estimates of this quantity 
vary from 20 to 50 percent of the crude oil. These representatives argue that thx 
residual balance of refined imported crude competes unfairly with domestic coa 
because of the low cost of production of foreign oil. They state that they are able 
to compete with domestie oil because the cost of its production is comparable to 
the cost of producing coal. 

Assuming, arguendo, that the position taken by Harding is correct, nevertheless 
an examination of the import statistics for the residual oil alone indicates that the 
harmful impact upon the coal industry is substantially greater than is conceded 
by the importers, These statistics reveal that imports of residual fuel oil increased 
from 145,000 barrels a day in 1948 to 204,000 barrels a day in 1949. (During 
the same period crude oil imports jumped from 352,700 barrels daily to 426,027 
barrels daily.) The witness, Harding, contended that the increase of 95,000 
barrels a day from 1948 to 1950 (based upon his forecast that imports will average 
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240,000 barrels daily for 1950') must place a top limit on the amount of harm 
that the coal industry could claim resulted from increased imports. This quantity 
of increased imports, Harding stated, is equivalent to less thian 9,000,000 tons of 
coal a year. 

There are two major weaknesses in the position taken by this importing com- 
pany’s witness. In the first place, his claim is inconsistent with the company’s 
contention that the bulk of the increase in residual-oil imports which occurred 
during 1919 and 1950 to date has merely offset the loss of residual supplies from 
domestic refinery production. If the impact of foreign residual oil is to be deter- 
mined on the basis of this assertion, the only inference which is to be raised 
is that it had no impact whatsoever. This obviously is not the case as admitted 
by the Socony-Vacuum Co. itself. The record reveals that reductions in the use 
of residual oil due to such causes as mild weather, railroad dieseclization, and 
reduced shipping demands were made up by marketing residual oil at a cheap 
“rice in areas normally servied by bituminous coal. 

The fundamental weakness in the position taken by Harding, however, rests 
in his admission that if oil imports of residual oil were to be shut off, its place 
would likely be taken over by coal because domestic oil is not available for it. 
This conclusion is premised upon the fact that producers of oil do not generally 
run oil through refiners merely to obtain the residual product. The measure of 
the competition offered to coal is the total amount imported during 1949, not 
merely the net increase. On this basis the extent to which the coal industry has 
been deprived of a market for its product is not far from the 25,000,000-ton 
estimate. On the basis of the Socony-Vacuum Co.’s own figures, the loss approx- 
imates 19,000,000 tons, exclusive of the amount of residual oil involved in the 
crude-oil imports. 

The following table shows the fluctuations in the price of residual oil during 
the years 1948 and 1949 and the quoted prices for the first 5 months of 1950. 
From this table it appears that the price of residual oil dropped from approx- 
imately $3.02 in September 1948 to $1.60 in June 1949, a decrease of approxi- 
mately 45 percent. This decline in the price of residual oil occurred at a time 
when the coal industry was suffering the increasing competition of foreign oil. 
But when residual oil began to move in large quantities, prices were again advanced 
to a point where they were nearer to a parity with those of coal. As shown by the 
chart, the prices are still fluctuating, but they are substantially below the 1948 
level. 


Price of bunker C fuel oil in New York Harbor, excluding lighterage 


{Averages in dollars per barrel] 





Other monthly averages, 1948 | Other monthly averages, 1949 


| 
Low High Average | | High Average 


| 

February : 3 | 3. 0500 3. 0250 | 2. 0700 | 2. 1000 2. OR50 
March___- ; 3 0500 3. 0250 | . 413 . ¥09 1. 9511 
= 3 3. 0500 3. 0250 | HRT . 7214 1. 7024 
June | 3. 0500 3. 0250 | . 8000 #000 1. 6000 

August... 3. 3. 0500 3. . 1870 . 6957 1. 6913 
Septem ber 3. 3. 0500 3. . 7952 | . $428 | 1. S190 
November... : os - 3. 0500 2. 2.0500 | 2. 0500 2. 0500 
December : : 2. 7238 2. 8326 y 2.0500 | 2. 0500 2. 0500 

| 





Source: Platt’s Oilgram. 
Ouoted pric 


Jan. 3... 
Jan. 9__- 
Jan. 16_- 
Jan. 23 
Jan. 30 
Feb. 6__. 
Feb. 13 
Feb, 20 
Feb. 27. - - 
Mar. 6- 


Source: National Petroleum News. 
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1U. 8S. Bureau of Mines figures showing that February and March imports averaged, respectively, 
253,000 and 380,000 barrels daily, indicate that this estimate is too low. 
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The coal industry testified that there is no way of meeting the competition of 
oil as long as foreign residual oil is imported. The testimony of L. Ebersole 
Gaines, president of the New River Co., indicates the basis for this contention. 
During 1949 residual oil sold at prices ranging from $1.50 to $1.75 in New York 
and Boston markets. “This price, Mr. Gaines stated, was a price “alongside the 
consuming spot.’’ During the same period residual slack coal from the low volatile 
fields of West Virginia was selling for about $6 a ton at the mine. The cost of 
freight transportation was $3.76 to tidewater and the ordinary boat rate was 
about $1.24, making a total of $5 freight on coal. In addition it is estimated that 
50 cents must be added in order to cover the cost of unloading coal, getting it into 
the furnaces, and disposing of the ash. The total cost of coal, therefore, is about 
$11.50 a ton while $6 to $7 is the cost of a corresponding amount of oil based 
upon prices ranging from $1.50 to $1.75 a barrel. 


RAILROAD INDUSTRY 


The importance of coal traffic to the railroads is demonstrated by the fact that 
in 1948 such traffic represented 44.6 percent of the total carload freight traffic in 
the eastern district and Pocahontas region. The revenue from such traffic repre- 
sented 29.1 percent of total revenue from all carload freight. The decline in the 
market for coal thus of necessity has had its concurrent harmful effect on the 
railroad industry. The greater part of the bituminous coal output is hauled by 
the railroads, but residual oil imported from abroad furnishes almost no revenue 
to the railroads because it is transported by tank steamers to points of consump- 
tion and except for negligible amounts is carried from the coastal ports to inland 
points through pipelines. 

In 1949, it is estimated, the gross revenue loss in coal freight was approximatel) 
$75,000,000. This loss is reflected in the decline in net income of railroads in the 
eastern district and Pocahontas region from $259,000,000 in 1948 to $126,000,000 
in 1949. Wages account for 48.9 cents of every dollar of gross revenue. It is 
estimated, therefore, that the loss in annual wages, based on the $75,000,000 loss 
in gross revenue, was about $36,675,000. The loss of employment has been 
greatest on roads serving the Eastern and New England States where the com- 
petition of imported oil has been most severe. 

A survey of the Atlantic seaboard territory in October 1949, to determine the 
conversions that had taken place in industrial plants, indicated that in New 
England, 4,296,000 tons of coal had been displaced by fuel oil—a loss of more than 
20 percent of the New England bituminous-coal market. In the New York City, 
Philadelphia, and Baltimore areas the losses were approximately 2,000,000 tons, 
1,000,000 tons, and a fourth of a million tons, respectively. The same trend 
prevailed along the entire Middle Atlantic coast. 

Coal consumption by electric utilities in the Middle Atlantic States dropped 
from 34,258,000 tons in 1948 to 26,210,000 tons in 1949, a decrease of 8,048,000 
tons or 23 percent. There have been many additional conversions to oil in 1950. 

The experience of the Pocahontas lines (the Norfolk & Western, the Chesa- 
peake & Ohio, and the Virginian Railway) illustrates the serious effect of declining 
coal production on roads which rely upon the transportation of coal as a major 
source of revenue. 

There originated on these three railroads in the year 1948 135,198,260 net tons 
of coal. This vast production represented 22.6 percent of the total output of 
bituminous coal in this country. In that year coal tonnage constituted 76 percent 
of all traffic handled by the Norfolk & Western, 69 percent of all traffic handled 
by the Chesapeake & Ohio, and 88 percent of all traffic handled by the Virginian. 
These roads are, therefore, vitally affected by any material change in the con- 
sumption of coal. 

The eastern terminus of these lines is the port of Hampton Roads, Va. The 
three roads haul coal from West Virginia to tidewater for transshipment to points 
along the Atlantic seaboard and also to foreign countries. In 1940, 18,055,000 
net tons of coal moved through the port of Hampton Roads to the New England, 
New York, and Philadelphia areas. In 1948 this traffic dropped to 17,578,000 
tons, and in 1949 it dropped to 10,398,000 tons. Thus, the movement of coal in 
this case has decreased more than 7,000,000 tons during the past year. This de- 
crease in coal traffic has meant a loss of jobs for about 2,600 railroad employees, 
an approximate loss of $9,300,000 in wages annually, and a loss of more than 
$24,000,000 in railroad revenue each year. Restoration of the production of 
7,000,000 tons of lost coal traffic would not only increase employment but also 
increase the amount of coal used by the railroads by an estimated 250,000 tons a 


year. 
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It is obvious that a continuation of the present trend of coal displacement by 
cheap foreign oil will have the ultimate effect of jeopardizing the ability of the rail- 
roads to carry their share of the Nation’s transportation burdens either in peace 
or in war. Any short-sighted policy resulting in the continued loss in revenue to 
the railroads with a consequent decrease in railroad jobs and railroad facilities due 
to loss of tonnage will necessarily be detrimental not only to the railroads but also 
to the general welfare of the Nation. 


RETAIL DEALERS 


The retailing of coal is an important economic activity. There are over 40,000 
retail coal dealers in the United States. Some of these dealers individually have 
as many as 300 employees. These retailers market about 20 percent of the entire 
bituminous-coal output of the Nation, They generally handle the better quality 
of bituminous coal. Their customers require ¢ coals which are sized and clean. An 
inevitable result of the preparation of sized coal for the retail market is an accumu- 
lation for which a market must be found. As foreign oil has taken over the eastern 
seaboard and New England markets for slack coal, many producers of high- 
quality coals have found it necessary to curtail production of prepared sizes. The 
retail dealer, therefore, may soon find it impossible to obtain sufficient quantities 
of the particular grades and sizes of coal which he has normaliy marketed unless 
the producing industry is given a chance to regain the slack markets which it has 
lost to foreign oil. 

DOMESTIC OIL 


Oil, like coal, has played an essential role in meeting the tremendous demands for 
fuel energy required by American industry. The importance of this role and the 
indispensability of oil to our Military Establishment make our domestic oil induse 
try, like the coal industry, an object of particular concern to the Nation. 

Statistics of the Departme nt of Labor show that employment in domestic 
crude petroleum and natural gas production has declined from 266,400 in August 
1948 to 250,600 in March 1950—a decrease of almost 16,000. Testimony before 
the subcommittee indicates that there has also been a substantial reduction in the 
number of employees in our oil refineries. Estimates of the drop in employment 
during 1949 in this branch of the oil industry range from 9,000 to 13,000. 

Reflected in these statistics is the important change that has occurred in the 
position of domestic oil production in the last 2 or 3 years. In 1948, for the first 
time in 25 years, the United States became a net importer of crude oil and petro- 
leum products. This marked the culmination of a trend toward increased oil 
imports and declining exports which developed at the close of World War IT, 
Eleven companies are principally responsible for the oil imported into this country, 

During the first quarter of 1950, total imports averaged about 820,000 barrels 
a day as compared with a prewar (1935-39) average of about 153,000 barrels per 
day. At the same time, exports during the first quarter of 1950 averaged about 
265,000 barrels per day as compared with a prewar average of 447,000 barrels 
daily. These statistics show an increased trend toward dependency on foreign 
oil to satisfy our domestic oil needs. At the present time this country is a net 
importer of oil to the extent of 555,000 barrels daily in contrast to being a net 
exporter during the prewar period (1935-39) of 294,000 barrels per day. The 
following table shows the transition that has occurred. 


United States petroleum imports versus exports 


[Barrels daily] 





Imports of nage | 
crude and crude and 
products products 


t exports 
or (net 
imports) 


Average (1935-39) =o ne 53, 000 447, 000 204, 000 
Year 1046 377, 000 419, 000 42, 000 
Year 1947__ 37,000 150, 000 | 13,000 
Year 1948 513, 000 368, 000 (145, 000) 
Year 1949 42, 000 327, 000 (315, 000) 
First quarter of 1950 20, 000 265, 000 | (555, 000) 


i 
| 





The increase in the amount of oil imported has also been reflected by the in- 
creasing share of the oil market in the United States obtained by imported oil. 
\t the present, imported oil supplies 13.1 percent of our demands as compared 
with 6.1 percent in 1946 and 4.4 percent in the prewar period (1935-39). 
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Total United States petroleum supply 





| Domestic production, 


crude and natural gas- | Lmports, crude and prod- 


ucts 


Average (1935-39 
Year 1946 
Year 147 
Year 1948 
Year 1949 
First quarter 1950 


oline 


Barrels daily 
- . } . 
3, 341, 000 
5, O73, 000 | 
5, 452, 000 | 
5, 922, 000 
5, 470, 000 
5, 450, 000 


Percent of 
| tot il supply 


Barrels daily 


53, 000 | 


77, 000 
4, 000 
. 000 
. 000 


, 
| Percent of 
total supply 


4.4 


| 7.4 
sD 
105 


13.1 


000 | 





It will be noted from the above table that domestic production of oil has 
declined from 5,922,000 barrels daily in 1948 to 5,470,000 barrels daily in 1949. 
It has been argued that this decline is attributable to unusually high demands for 
oil during 1948 and the necessity for bringing stocks of crude oil and petroleum 
products back to healthy working levels. It is pointed out that beginning in 
January 1949, after thesesdemands had been met, various oil-producing States 
found it necessary to make considerable reductions in permissible production. 

It will be noted that the imports of oil, instead of iniiewies the same trend, 
increased from 514,000 barrels daily in 1948 to 641,000 barrels daily in 1949. 
The result of this substantial increase in imports has been the imposition of fur- 
ther drastic reductions in domestie production. These reductions have been 
injurious to our domestic oil producers, who are the finders of approximately 75 
percent of all the oil discovered in the United States. 

The following table shows the production cut-backs made by our oil-producing 
States and the percentage change. The fourth quarter of 1948 has been used as a 
basis of comparison. 


United States production of crude petroleum by States showing reductions resulting 
from oversupply and excessive imports, fourth quarter 1948 versus first quarter 
1950 


Fourth quar- Change 
| ter 1948 
(barrels 
daily) 


First quar- 
ter 1950 
(barrels 
daily) 


Barrels daily | Percent 





Production 
Texas - 
California 
Louisiana 
Oklahoma 


by State 
2, 541, 800 
47, 000 
512, S00 
439, 700 
30S, SOO | 
LS0, GOO 
149, 500 
135, 900 
, 400 
7, 800 | 
, 700 
, 200 
3, 400 
. 100 
, 400 
), 200 
57, YOO 


300 —A4 
7, 20 
54, 000 
hw 
, 400 
, 200 
1, 400 
, 100 
000 
, 500 


+ A 
—6, 
—29, 
—3, 300 | 
— 3, 300 
— 4, 000 
300 
20 
+400 
— 5, 000 
+-17, 300 
—740, 300 | 
| 


W yorning 

New Mexico 

Mississippi 

Arkansas 

Michigan 

Montana 

Kentucky 

Indiana 

West Virginia aa 
New York-Pennsylvania 
All other 


° 
~ 
ft 


T 
+ 


PAR n adcacstttstdnecbsnttisstninnes 5, 664, 600 , 300 





Source: Fourth quarter 1948 from U. S. Bureau of Mines, First quarter 1950 calculated from America: 


Petroleum Institute figures. 


During the vear 1949 the State of Texas produced crude oil at an average rate 
of 2,040,000 barrels daily as compared with 2,470,000 a day in 1948, a decrease 
of 430,000 barrels a day or more than 17 percent. Thus the income from crude 
oil produced in Texas declined by more than $400,000,000 in 1949. While 
specific figures were not given by witnesses, the fact that there are more than 
200,000 employees in the oil industry in Texas indicates the probable unem- 
ployment caused by this drastic curtailment of oil production. 
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Oklahoma similarly has felt the serious effect of reduced production. During 
1949, that State produced 150,000,000 barrels of oil, or approximately 3,500,000 
barrels less than in 1948. This represents a loss of almost 10,000 barrels daily 
average, and of $7,500,000 in value. This decline still continues in 1950. Dur- 
ing the first 4 months of 1950, the daily average production was more than 
19,000 barrels a day less than during the first 4 months of 1949. During the 
first 4 months of 1950, Oklahoma oil industry employment decreased 3.2 percent 
as compared to the first 4 months of 1949. This represented an average loss of 
1,850 jobs. 

The experience of other oil-producing States has paralleled that of Texas and 
Oklahoma. In 1948 Mississippi produced 45,621,312 barrels of oil worth 
$110,284,337 and yielding a tax of $6,612,041.14. In 1949 only 37,837,582 
barrels of oil were produced and the tax receipts totaled only $5,590,142.05. 

In Arkansas, severance-tax collections on oil dropped from $3,265,559.78 in 
1948 to $3,033,209.01 in 1949. Curtailment of allowable reduction has caused a 
decrease in runs to the stills by the State’s six refineries from 19,256,543 barrels 
in 1948 to 17,726,253 barrels in 1949. It is an interesting, relevant fact that during 
the effectuation of this reduction gasoline consumption, as shown by gasoline-tax 
collections, substantially increased. 

In Kansas, by the middle of 1949, the decline in oil production had reached the 
alarming total of approximately a fifth of the State's daily output, namely, a 
decline from 309,000 barrels to 245,000 barrels a day. This decrease meant a 
potential loss of labor requirements of more than 4,000 persons engaged in the 
production of oil. Since the first of the year Kansas has recouped some of her 
losses and her production is now approximately 295,000 barrels a day. However, 
this figure is still substantially below that for 1948 notwithstanding the fact that 
2,300 new oil wells have been completed since the first of last vear. 

The Rocky Mountain producing area has suffered its full share of the general 
detriment caused by imported oil. It is estimated that this area lacks a market 
for about 75,000 barrels of oila day. Some of its fields are shut down. Others are 
prorated to a minimum. Drastic curtailment of oil operations has begun. In 
February of this year, 70 rigs were running and 125 were idle. In Colorado 
Montana, Utah, and Wyoming, there has been a substantial decline in geophysical 
operating crews. In September 1948 there were 87 active crews; in September 
1949, 77; and in March 1950 there were only 56. 

In recents vears the operation of stripper wells has become of increasing im- 
portance to the full utilization of our oil resources. Secondary recovery techniques 
have made possible the tapping of oil reserves Jeretofore inaccessible. The 
importance of this type of operation is indicated by the fact that an estimated 
8,000,000,000 barrels of oil, an amount equal to one-fourth of the Nation’s total 
reserves, exist in the Nation’s stripper-well fields. Out of 427,000 producing 
wells in the entire country on the first day of January 1948, 204,000 or approx- 
imately 69 percent were classified as strippers. These wells in 1947 provided 
about 280,000,000 barrels, or 15 percent of the 1,879,000,000 barrels produced in 
the Nation. In some States, such as New York, Pennsylvania, West Virginia, 
and Ohio, all the oil produced is classified as stripper production; while in Indiana, 
Illinois, Michigan, and Montana, over 50 percent of the production is by this 
group. It is estimated that 4,500,000,000 barrels of our total stripper reserves 
can be produced only by secondary recovery means. 

Unfavorable economic conditions, including the threat of excessive imports of 
foreign oil, have resulted in a heavy reduction in the number of well completions. 
This reduction is reflected in the data concerning well completions in the States of 
New York, Pennsylvania, West Virginia, and Ohio. The extent of this reduction 
is clearly indicated by the following statistics: 





1946 


On 

New York 
Pennsylvania _- 
West Virginia 


Total 


In view of the importance of stripper-well operations this decline has serious 
implications regarding our domestic oil industry. It is estimated that the drilling 
and completion of a well in the areas above mentioned require, on the average 
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the employment of six skilled workmen for 30 days or a total of 180 man-days. On 
this basis, the decrease in drilling amounting to 2,572 wells is equivalent to the loss 
of employment to approximately 1,250 men during the year 1949. 


THE EFFECT OF IMPORTS OF RESIDUAL FUEL OIL ON DOMESTIC PRODUCTION 


Importers of residual fuel oil contend that the inerease in the amounts imported 
has been due to the necessity for making up the decrease in the domestie supply 
of fuel oil resulting mainly from improved technology. It is further eontended 
that a curtailment of the importation of fuel oil would not benefit the domestic 
oil industry, sinee oil producers do not generally increase their runs to the stills 
merely to obtain the residual product. 

These contentions have been vigorously attacked by domestic producers who 
point out that direct evidence of the depressing effect of imported fuel oil is found 
in the situation existing in the oil fields that produce the heavier, low-gravity crudes. 
These oils contain a relatively high content of residual fuel oil. Production in 
these fields, therefore, directly and accurately indicates conditions in the residua! 
fuel market. The production, price, and income for six heavy crude-oil fields 
are shown in the following table: 


Trend of heavy crude oil production, price, and producers’ income as shown by 6 field 
in the U'nited States, 1948, 1949, and first quarter, 1950 


Percent, pwn ~ 
— —— First quar- 1949 re “~ 
| Year 1948 | Year 1949 ter, 1950 versus ter, 1950 
| | versus 
1948 


Daily average production (barrels) 
Hawkins Field, Texas 48, 123 31, 361 24, 420 
Taleo Field, Texas 24, O57 16, 889 > 14, 364 
Baxterville Field, Mississippi 20, 659 6, 403 6,151 
East Heidelberg Field, Mississippi ¥, 4, 638 4. 437 
Oregon Basin Field, Wyoming , 524 | 4,399 | 7, 008 
Kern River Field, California 2.3 9, 755 | 7, 789 


Total, 6 fields 73, 445 | 64, 169 


Average price (per barre): 
Hawkins Field, Texas 
Paleo Field, Texas | 
Baxterville Field, Mississippi ‘ : 1.45 
Fast Heidelberg Field, Mississippi : t 1.81 
Oregon Basin Field, Wyoming 2. Of 1.40 
Kern River Field, California 2 | 5 1.07 


$2. 07 


2.05 


Total average, 6 fields 1.79 

Prodneers’ income (per day) 
Hawkins Field, Texas O45 M7, &), 49 
Taleo Field, Texas 5A, 36, 29, 446 
Baxterville Field, Mississippi , 2s: 37 | 8.019 
East Heidelberg, Mississippi ’ Jf 8,031 
Oregon Basin Field, Wyoming : | 9,811 
Kern River Field, California 2 15, 8, 334 


otal, 6 fields 146, 031 115, 090 —446.7 | ‘ 


Sources: Production in Texas fields from Texas Railroad Commission, prices from National Petroleut 
News. Production in Mississippi fields and price from Mississippi Oil and Gas Board. Productior 
Oregon Basin field from U. 8. Geological Survey, prices from National Petroleum News. Productior 
Kern River field and price from conservation committee of California Oil Producers. 


These figures, it is pointed out, show that the market outlet for heavy crude « 
has been restricted by 48 percent while the price has been depressed by 19 percet| 
As a result, producers’ income has been reduced by 58 percent. This reductio 
has taken place while imports of residual fuel oil have steadily increased. Whi 
no claim is made that imported oil was the sole cause of this drastic reduction, | 
is nevertheless contended that it was an important contributing cause of the heavy) 
loss sustained. 

The increasing share of the domestic market. which imports of residual fuel : 
have been taking is shown by the following figures supplied by the United Stat: 
Bureau of Mines: 
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Percent of United States east and Culf coast residual fuel market supplied by residual 
imports 

1946 . , sciiadatae ‘ — , , ‘ 19. 1 

1947 _ - . : , 21.2 

1948 ; ; ; ‘ 20. 2 

1949 ; es 29. 1 

First quarter 1950 : 35, 6 


The suddenly increased share of the market obtained by residual imports in 
i049 and 1950 reveals the abnormal and depressed condition of the residual fuel 
market for domestic refiners. 

The restricted and depressed market for domestic residual fuel oi! is best dem- 
onstrated by the following figures, based on data supplied by the United States 
Bureau of Mines and the National Petroleum News: 


United States p oduction of residual fuel from domestte erude 


Refinery 
Total barrels price per Total income 
barrel 


430, 000, 000 $2.40 $1, 030, 000, 000 
380, 000, 000 1.39 | 530, 000, 000 


Thus the domestic refiners, as a result of restricted markets and depressed 
prices, in a single year lost more than a half billion dollars on the sale of residual 
fuel oil. To deny that there is any cause and effect relationship betweea imported 
oil and the loss sustained by the domestie refiners, they state, would be to disre- 
gard economic law and defy common sense. 

In 1949, the National Petroleum Council, an advisory group appointed by the 
Secretary of the Interior which represents all branches of the petroleum industry, 
adopted the following statement of policy regarding the importation of oil: 

“The Nation’s economic welfare and security require a policy on petroleum 
imports which will encourage exploration and development efforts in the domestic 
industry and which will make available a maximum supply of domestic oil to 
meet the needs of this Nation. 

“The availability of petroleum froin domestic fields produced under sound 
conservation practices, together with other pertinent factors, provides the means 
for determining if imports a'e necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms of 
the national economy and in terms of conservation. 

“The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time. 

“Imports in excess of our economic needs, after taking into account domestic 
production in conformance with good conservation practices and within the limits 
of maximum efficient rates of production, will retard domestic exploration and 
development of new oil fields and the technological progress in all branches of the 
industry which is essential to the Nation’s economie welfare and security.”’ 

Unfortunately, the importing oil companies have not conducted their business 
in accordance with the principles enunciated in the foregoing statemnt of policy. 
When it became clear that increased oil imports were becoming a serious problem, 
the Seeretary of the Interior requested the National Petroleum Council to make a 
study of the effect of these imports on the domestic oil industry, the national 
welfare, and the national securitv. The Council at its January 1950 meeting 
adopted a report of the Committee on Petroleum Imports which contained the 
following conclusions: 

“1. The sharp increase in imports of crude oil and its products, coupled with 
the continuing decline in exports of crude oil and its products, has hurt the 
domestic oil industry. 

“2. If imports continue to increase without regard to the principle of only 
supplementing the domestic production of crude and products, they will seriously 
damage the oil industry and thus adversely affect the national economy and the 
national security.” 

The evidence before the committee makes it erystal clear that oi! imports 
should only supplement and never supplant oil production in this country. 
Flagrant violations of this sound policy are occurring every day in the year. 

‘ 


8354—51 3 
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THE NATIONAL INTEREST AND THE IMPORTATION OF OIL 


Assistant Secretary of State Willard L. Thorp testified at length before the sub- 
committee and contended that a reduction in the importation of oil would seri- 
ously and adversely affect certain commercial, strategic, and political American 
interests and that in the absence of serious injury to the domestic oil and coal in- 
dustry the advantage of permitting imports would seem to outweigh the disad- 
vantages in terms of over-all national interest. 

According to Mr. Thorp, limitation of the importation of oil would be disad- 
vantageous principally in the following instances: 

First. Regarding those American commodity exports which depend largely on 
the dollar income of oil-producing countries. Venezuela was cited as an important 
example. Forty percent of its oil exports enter the United States. The witness 
contended that a reduction of imports of Venezuela oil would substantially reduce 
that country’s dollar income which, in turn, would result in the reduction of ex 
ports from the United States. It was further contended that American employ- 
ment and income in industries engaged in export trade with Venezuela would bx 
reduced. Exports to Venezuela in both 1948 and 1949 were valued at more than 
$500,000,000. 

Second. In the witness’ opinion, domestic consumer interest would be affected 
by a restriction of fuel imports. He says that a reduction would mean higher 
prices for fuel oil and increased costs for industries unable to convert to other fuels. 

Third. American foreign oil interests, said Mr. Thorp, would be affected and a 
limitation of shipments from American companies abroad would be detrimental! 
to their American employees and to suppliers of machinery and materials used in 
oil production. 

According to Mr. Thorp, strategically the United States needs more oil re- 
sources in the Western Hemisphere than those in our own country for, in case of 
war, it would not be possible iby us to supply all our petroleum needs. 

Politically, the stability of the Middle East, as elsewhere, rests upon economic 
well-being, which in this area depends upon the extent and prosperity of its oi! 
industrv. In Mr. Thorp’s opinion, restrictions on imports would violate our 
international commitments, set an undesirable precedent regarding our interna- 
tional economic relations, and seriously affect our program to expand international! 
trade. 

The record contains much refutation of the foregoing theoretical arguments 
made by the solitary witness for the Department of State. Many distinguished 
witnesses, including United States Senators, Governors of States, Members of the 
House of Representatives, and prominent spokesmen for the coal, oil, and railroad 
industries testified that if oil imports continue at present levels, these industries 
will suffer lasting injury. 

These witnesses point out that oil imports would not be a dependable source of 
fuel supply in a war emergency and that a curtailed domestic coal industry would 
be unable to supply wartime demands. We would have fewers coal miners than 
in the last war, when the national interest required soldiers to be furloughed and 
returned to the mines. Coal operators stressed the fact that coal mines cannot 
be kept in storage and that it takes from 1 to 2 years to restore a closed mine to 
full production. Coal can be stored by various users up to a 180-day supplv 
The storage facilities for residual oil are severely limited and the cutting off of the 
imports of oil supplies even for a few days might be disastrous. 

Witnesses in behalf of the independent producers of oil, attacking the position 
taken by the Assistant Secretary of State, testified to the effect that strategic 
considerations render it imprudent for this country to depend upon foreign oi! 
supplies in the event of war, and that the maintenance of an adequate, flourishing 
domestic oil industry is indispensable to our prosperity in time of peace and our 
security in time of war. The full development of our productive capacity was 
prevented during the last war by lack of manpower and material. Since 1948 
increased consumer demands have been satisfied, while at the same time proved 
reserves have been increased by approximately 7.5 billion barrels. 

Our proved reserves, as shown by the record, are now the highest in our history 
and there is no justification for the belief that oil supplies are approaching either 
exhaustion or scarcity. It would be unwise for the Nation to curtail domestic 
production, lock up its existing reserves in peacetime, and import its oil. Such 
a policy would prevent necessary expansion of the industry and the development 
of proved reserves, and would thereby make it impossible for the industry ade- 
quately to meet an emergency if imports should be excluded by enemy submarines 
or other warlike action. Historically, the oil industry shows that increases in 
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reserves have been in direct proportion to drilling activity, and that drilling 
activity, in turn, has been in proportion to the income of the domestic producers. 
The deprivation of the domestic producer of his market by excessive oil imports 
would discourage and prevent needed expansion of domestic reserves. Trained 
personnel in all branches of the industry would not only become unemployed but 
the organization of which thev are a part would necessarily deteriorate. 

Technological development of oil fields is an extended operation, while emer- 
gencies often develop overnight. It should be constantly remembered that the 
financial loss to domestic producers far exceeds the value of all goods exported to 
the countries which produce the foreign oi! that is flooding our markets. In 
1949, the loss to oil producers in Texas alone exceeded $400,000,000. 

The representatives of the coal and oil industries impressively testified con- 
cerning the effects of increasing oil imports on the future productive capacity 
of their respective industries. In the case of coal, particular mines are being 
depleted day by day and must be replaced if capacity production is to be main- 
tained. Usually, the depletion of one mine and its replacement by new opera- 
tions is planned several years in advance. The development of a mine usually 
requires from 2 to 3 years and a large amount of capital before its efficient pro- 
duction is achieved. Presently, because of increased residual imports, incentive 
for mine replacements and inducements for capital additions are entirely wanting. 
The result is that coal-mine production is shrinking. An insufficiency of coal 
production in the event of another war could conceivably cause a greater disaster 
than the Nation has ever known. 

Residual imports are discouraging exploratory and developmental work in the 
domestic oil industry. Crude oil reserves are useless in emergencies unless they 
are both located and producible. But because of the importation of foreign oil, 
incentive to drill is waning and curtailment in domestic oil operations is the order 
of the day. Large investments in expansion are not to be expected as long as the 
threat of cutthroat competition of foreign oil continues. It is demonstrated by 
the record that it is the independent oilman who suffers the greatest direct injury 
by the increase of residual imports. Yet it is this very man who traditionally 
discovers 75 percent of our domestic oil. Since oil cannot be stockpiled, a flourish- 
ing domestic oil industry, which requires active, aggressive, independent produc- 
tion, must be diligently and constantly maintained. 

The committee, on the basis of all the evidence before it, is convinced that the 
importation of foreign oil has had a substantially injurious effect on the coal, oil, 
and railroad industries of the Nation. Whilé part of the difficulties experienced 
by these industries may be attributed to other circumstances or conditions, the 
evidence dispels every doubt and every shadow of a doubt that oil imports have 
played a major role in increasing unemployment among miners, petroleum workers, 
and railroad employees. 

Both crude and residual fuel oils have been imported in greatly increased 
quantities during the past 2 vears—much of the time at prices so low that com- 
peting domestic producers have been forced to curtail their output. The imports 
do not represent additional demand for oil which domestic suppliers were unable 
to meet. On the contrary, domestic suppliers of both coal and oil have been 
forced to cut production as markets which they formerly supplied are now pur- 
chasing imported crude and residual oil. 

Major issues have been raised with respect to reciprocal trade agreements and 
the broad policy of encouraging imports to pay for exports and to close the dollar 
gap. Your committee is of the opinion that if these policies result insubstantial 
unemployment of specialized workers in coal mining, petroleum, and railroad 
industries in the United States, they directly come into conflict with our general 
policy of maintaining full employment of the toilers of the Nation. Regardless of 
what other factors may have contributed to the unemployment existing in the 
industries under consideration, there can be no reasonable doubt that imported 
oil has enlarged and intensified the unemployment distress. 

The indispensability of the coal, oil, and railroad industries to our national 
economy and security requires that measures be promptly taken to prevent their 
deterioration. 

LEAD AND ZINC 


Evidence presented to the subcommittee shows that because of a record- 
breaking peacetime importation of lead, coupled with a decline in the domestic 
markets, the situation in the lead industry changed from a condition of scarcity 
to one of abundance in the short space of 12 months subsequent to March 1949. 
The decline in price due to heavy imports has caused the curtailment of production 
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and shutdown of many mines producing lead and zine, throwing 6,500 men out 
of work during this period. Today many operators are seriously considering clos- 
ing down more properties which have until now been kept in operation at a loss, 

The condition of our mining industry has been the cause of deep concern. 
During the first session of the Kighty-first Congress, $8. 2105 was passed by the 
Senate. This measure, in effect, provided for subsidy payments in cases in which 
it was found that the mining operations were necessary or essential for the Nation’s 
security or its peacetime needs. The subcommittee notes with regret that the bil! 
was defeated in the House last March and that the House Rules Committee has 
recently declined to issue a rule in behalf of the consideration of H. R. 8221, the 
provisions of which are similar to those of the Senate bill above mentioned. 

The unemployment probiem created by excessive metal imports is distressing. 
But the effect on our national security of the closing of vital metal mines might 
become disastrous. Exeessive foreign metal imports, if not checked, may add 
lead, zine, and similar materials to the list of other industries that are dead or 
dying. The great importance of metals to our national security is neither doubted 
nor denied. 

The evidence before the subcommittee emphasizes the effect of imports. But 
it should be remembered that our tax laws have also had an important bearing 
on the stability and prosperity of our mining industry. This fact has been 
recognized by the Bureau of Mines which, in a communication to Senator Thomas 
of Utah, has recommended that a study be made of our tax and other policies as 
they apply to the mining industry for the purpose of ascertaining whether means 
can be found to assure economic stability to our smaller units of nonferrous metal 
mining. The Bureau itself has declared its intention to make a comprehensive 
study of the effect of taxation on the industry before the end of the year. 

During World War IL the Government adopted the sensible plan to encourage 
the production of metals and protect the consumer against excessive costs. The 
premium-price plan, as it was called, showed that some mines could produce metals 
for less than others. For example, a large open pit mine needed no Government 
help, while a smaller underground mine required assistance. To grant aid to those 
mines which do not need help, whether by tariff or otherwise, places an unnecessary 
burden on the taxpayer. To illustrate: The plan showed that the major produc- 
tion came from large integrated mining companies. About 20 percent came from 
the smaller marginal mines, but by number the 20 percent represent SO percent 
of the smaller business enterprises. In order to keep the smaller marginal mines 
in production, it seems economic folly to grant aid, whether by tariff or outright 
subsidy, to the large integrated producers. This would be to extend aid to those 
who need it least at the expense of the entire economy. If 80 percent of this 
country’s output of metal can be produced profitably without a tariff or other 
form of subsidy, then efforts to keep the other 20 percent in production should be 
based upon considerations of the requirements of this smaller percentage, including 
the physical conditions of the properties involved, the costs of marketing and other 
related economic subjects. In order to keep men employed and, at the same time, 
promote the productive capacity of the Nation would seem to be sound policy. 

The recent termination of the Mexican trade agreement effective December 31, 
1950, would restore the import duty on lead from 16 cents to 24 cents per pound. 
This termination, however, will not restore the duty on zine cut from 1.4 cents to 
0.875 cent in the Mexican agreement because this reduction was bound against 
increase at the Geneva Trade Conference in 1948. The producers of lead fear 
that the benefit of the restoration of the tariff on lead resulting from the termina- 
tion of the Mexican trade agreement may be prejudiced by some action of those 
who conduct the trade agreement negotiations at Torquay, England, in September. 
Lead producers urge that the duty on lead should be increased by the full amount 
permissible under the Trade Agreements Act to 3346 cents a pound. 

The above discussion indicates several avenues of approaching a solution to 
the problem confronting our lead and zine industries. 
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CONCLUSION 


The committee fully recognizes this Nation’s heavy responsibility to expand 
commerce, to the limit of its capacity, between the United States and friendly 
foreign countries. But when policies designed to increase trade result in con- 
tinuing injury to the economic well-being of the American people, it becomes 
necessary to reexamine those policies and to weigh the evident harm against 
the assumed benefit. 

For several years virtually all branches of the oil industry have been agreed 
that sound national policy requires that oil imports should supplement, not 
supplant, domestic production. The record shows almost unanimous agreement 
that recent importations violate this policy. Some importers believe that the 
rate will eventually fall to normal or lower levels. Others wish to accomplish this 
objective by private agreement but contend they cannot safely do so without 
express enabling legislation. 

A few witnesses recommended that Congress impose quota restrictions on 
foreign oil importation. But the great majority of witnesses who appeared before 
the subcommittee strongly urged an increase by Congress in the excise tax on 
imported foreign oil to $1.05 a barrel. Such an increase, they agreed, would make 
it possible for domestic fuel to compete fairly with the imported product. 

If there were not a history of continued procrastination by the importers, the 
committee might be impressed far more than it is by the possibilities for suecess 
of a voluntary import-limitation program, subject to such government super- 
vision as would be necessary to protect the public interest and to insure the faithful 
accomplishment of the objective. 

Effective relief could also be provided by the executive branch of the Govern- 
ment, without legislative action, under the escape clauses of the various reciprocal 
trade agreements. But the views expressed by the spokesman for the State 
Department afford little, if any, ground for hope that such action will be taken, 
although since the close of the hearings the trade agreement between the United 
States and Mexico has been terminated. The effect of the termination is to 
increase the tariff from 10% to 21 cents a barrel on an estimated one-half of our 
oil imports; this alone will not place imported oil on a fair, competitive basis 
with our domestic fuels. It is perhaps inevitable and certainly understandable 
that those preoccupied with urgent problems of global concern should be somewhat 
insensitive to protests of domestie economic dislocation. Fortunately, such lack 
of vision is not characteristic of legislative representatives entrusted by the 
Constitution with responsibility for the welfare of the people of the United 
States. 

Representatives of the coal and domestic oil industries, and of labor, have 
joined in the recommendation of an increase in the excise tax on imported oil, 
Therefore, solely on the basis of the record before it, the committee recommends 
a reexamination of tariff rates on imported oil. The committee believes that 
congressional action should await the recommendation of the Tariff Commission 
in this matter. 
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AppENDIX A 


Mines closed since Jan. 1, 1949 
CENTRAL PENNSYLVANIA AREA 





} Year 1948 
Company Mine name | : 
Number 
re « . 
j I ti gg of em- 
or 
ploye 


Berkey Coal C ; ..| Virginian, No. 15. 
Bigelow Run ¢ “al DMintes Co : ; a Bigelow Run, No. 1 
Butterworth Fuel Co _. Cymbria, No. 2 
Carrolltown ‘aC Victor, Nos. 9 and. 10 
Clark Heirs, J. O et = bs Superior, No. 1 
do a s Superior, No. 3 
Clearfield Bituminous Corp... ; ; ; Dutch Run 
Deringer Fuel Co Woodland, No. 3 
Duncean-Spangler Coal Co : 7 Delta, No. 2 
Eastern Gas & Fuel Association. - . . Eve Sonman shaft 
Flannagan Coal Co oe ai edie Flannagan, No. 1 
Friends Coal Co ‘ Friends, No. 2 
Gulbranson, W. O VETS LE aed ....-. Lmperial, No, 3 
Hughes & Co., C. A PPE Ems oraacect Ea Saeki 
James Coal Mining Co 7% : ; Orpha 
Johnstown Coal & Coke Co J 7 Logan, No. 3 
. oe a ee See) 
Do pees e - ..., Portage, No. 4 a ant 
Juliette Coal Co ‘ eo | Juliette, No. 7 Ors 167, 649 
Kristianson & Johnson Coal Co... seosaccaeséel ee a No. 1 wii 35, 362 | 
Do __.| K, & J., Nos. 2and 3... 15, 361 


Lee Hollow Coal Mining Co.______- Se catame lt Mia: EE ie _....| 63, 505 
i 6. 804 


Lynn & Ploucha Coal Co.....__.- ; OO daa 4 
May & Mays a khan ire y ; I 
McCombie Coal Co. ; adil a a ro. 2 aeret 41,204 
McGeary Coal Co die ES Glen White, No. 2 ¢ 
Nugent Mining Co 4bdh bctteeindaatncatten ‘ Rattlesnake oe 
Peale, Peacock & Kerr < LSS, CS Victor, No. 18 ~~ 
Pennsylvania Coal & Coke Corp......... a Pennsylvania, No. 9-B_. 
Portage- Kittanning Coal Co Se Sonman Run_. ite 39, 316 
Reitz Coal Co Seestees é Reitz 3 Upper eee 146, 614 
Rochester & Pittsburgh Coal Co_.............. Sagamore _- le 270, 056 
Springfield Coal Corp ee Springfield, 4 aes 38, 488 | 
Do te codieds Springfield, No. 2 55, 458 
Walburn Coal Co : ated =) | Se | 20,050 | 
Western Bituminous Mining Co ve ee Banks, No. 4 : er 72, 601 
Yorkshire Coal Co a . Universal, No. 2 aca 28, 737 


2, 267, 785 


Total (37 mines) 


SOMERSET COUNTY AREA 





Berkebile, Freeman Berkebile fe & 7,445 
Gahagen Coal Co 4 ook = Huskin, No. 4 batman 22, 188 
Glade Coal Co : ie ee . ...| Glade, No. 1 6, 862 
Landstreet Coal Co Landstreet, No. 1_. E c 1, 138 
Lohr, Lester J | Lohr, No. 1 . - aeGi 4, 187 
Morgantown Coal Co | Fritz Bet 18, 255 
Pittsburgh Consolidation Coal Co | No. 119 e 141, 141 | 
Do Nos. 120-121 ‘ cuconeeual’ ne 
Smokeless Quemahoning Coal Co BOE, Be. Buccvaess : | 19,485 | 


..| 431, 906 


i 


Total (10 mines) 





Source: The Central Pennsylvania Coal Producers’ Association, Altoona, Pa., May 24, 1950. 


SupPLEMENTAL Vrews oF Senator Tart 


There can be little question regarding the facts stated in the foregoing report 
I desire, however, to add a brief analysis of the situation as I see it. 

It is clear that crude oil is being produce din foreign countries at considerable 
less than the cost of production in the United States, and that large amounts 
of this oil are being imported while our own exports decline. The effect is to 
reduce the total production of oil in this country and require the imposition of 


various restrictions on that production. It is somewhat doubtful in my mind 


whether the importations of crude oil have much effect on the price of oil in view 
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of the possibility of such restrictions, and in view of the fact that the importers 
are glad to take advantage of the higher price here to increase their profits. 

Inevitably, however, there must be some effect on price in the long run, and 
I believe there should be an adequate tariff on foreign oil to protect the American 
producer against any undue eut in production or against an unduly low price. 
| doubt whether 10% cents a barrel under present conditions is adequate, but I 
do not feel that our committee has before us the evidence on which that fact 
could be finally determined, or the proper tariff rate fixed. If a bill is introduced, 
| presume that it will be referred to the Tariff Commission for a study to determine 
the exact rate. 

The situation with regard to the importation of residual oil is somewhat differ- 
ent. Residual oil is in direet competition with coal, and imported residual oil has 
undoubtedly replaced a number of millions of tons of coal because of the fact 
that it is sold for a much cheaper price. The problem of imported residual oil 
also differs from the importation of crude oil in another respect. Crude oil is 
imported primarily to meet the demands for gasoline, Diesel oil, and other lighter 
products. Residual oi! which is obtained from the refining of foreign erude 
probably does not increase the total amount of residual oil which would otherwise 
be available, because if that foreign crude were not imported there would be more 
domestic oil processed, and the total amount of residual oil processed in American 
refineries would probably not be increased. 

The importation of residual oil, however, is a direct damage to the coal industry. 
It is produced abroad as a byproduct. Apparentiy the demand in Europe and 
elsewhere throughout the world for this byproduct is not sufficient to use up all 
of the residual oil resulting from foreign processing. Being a byproduct, it is 
very difficult to determine the cost, and those who produce it are tempted to sell 
it for any price obtainable in order to get rid of it. This imposes a great handicap 
on the coal industry and is responsible for the closing of many mines. Some 
part of the reduction in coal production, of course, is due to a general increase in 
the use of domestic oil products. 

It is contended that the price of coal in this country is too high and its use too 
inconvenient by reason of the tremendous increase in labor costs. It is true that 
the wages of coal miners have increased in a much greater percentage than those of 
average workers in the manufacturing industries or elsewhere, but we have no 
evidence to show that the price of coal is higher than justified by its heating qual- 
ities. It is also true that the relative inconvenience of handling coal has been 
greatly increased by repeated strikes which have encouraged public utilities and 
others to turn to residual oil. Nevertheless, it seems to me that we have to assume 

hat the price now in existence in this country is one entitled to protection so that 
there is fair, and not cutthroat, competition. 

I believe therefore that we should consider a special tariff rate on residual oil in 
order that it may not enjoy the advantage which it does now enjoy. Again, I do 
not know what the proper tariff rate ought to be, and I believe it should be studied 
by the Tariff Commission as in the case of crude oil. I see no reason why there 
should not be a higher rate on residual oil than on crude oil, but this also involves 
technical problems which require further study. 

I therefore concur in the general recommendations of the committee that there 
be reexamination of the tariff rates, both on crude oil and on residual oil, the 


amount to be fixed after proper study by the Tariff Commission. 
Rospert A. Tart. 





MEMORANDUM FoR AMERICAN WatTCH ASSEMBLERS’ ASSOCIATION, INC., SUBMITTED 
ny BENJAMIN S. KAtz, PRESIDENT, AND WILLIAM H. Fox, EXECUTIVE SECRETARY 


THE AMERICAN WATCH ASSEMBLING INDUSTRY 


The American Watch Assemblers’ Association, Inc., is a national trade body 
whose members are engaged in the production of finished watches in the United 
States. Approximately 15 percent of the watches we produce are manufactured 
almost entirely from domestic materials, and the rest are produced with the use 
of jeweled lever watch movements of quality imported from Switzerland. The 
imported movement is cased in American-made watch cases, and then carefully 
inspected, timed, and regulated. American-made bracelets or watch straps are 
attached, and the finished watches enclosed in attractive American gift boxes, 
and then merchandised. They are sold to the consumers through over 25,000 
retail jewelers, department stores, and other retail outlets. 
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There are approximately 140 American companies and firms, owned by Ame 
icans, using American capital, and employing American labor, engaged in thy 
watch assembling industry. This does not include the Elgin, Hamilton, and 
Waltham companies, which are domestic manufacturers of jeweled watches «: 
quality, made wholly, or almost wholly, from domestic materials. These thre: 
companies will hereinafter be referred to as the domestic watch manufacturers 
merely for convenience, to distinguish them from our group of manufacturers 
the American watch assemblers, 

Complete watches are also imported, on occasion, by those engaged in ou 
industry but as compared with the importation of jeweled watch movements 
which, as indicated, comprise one of the materials used by the American wate) 
assemblers in the production of finished watches in this country, the imports 
of complete watches are negligible. 

According to a survey made by Dun & Bradstreet, in 1948, the American watcl 
assembling industry directly employed, in 1947, over 3,900 persons in connection 
with its operations, to whom was paid a total of $14,679,000 in wages and salaries 
A large percentage of these employees are skilled watchmakers, who form a part 
of the country’s reserve of skilled workers, and who are generally considered 
to be an essential part of the Nation’s war potential. In addition, we utilize the 
production of thousands of employees in the watch case, watch band, and ¢ift 
box manufacturing industries. 

The survey revealed further that watch sales account for 20 percent of the tota! 
sales income of the typical retail jeweler, while watch repairs account for anothe: 
© percent of total income, which agrees with results obtained in similar surveys 
made before World War IT. 

In the typical store with a separate watch department, two employees are 
engaged full time selling watches, and the typical establishment without a 
watch department allots 20 to 25 percent of selling time to watches. As there 
are well over 25,000 watch retailers, and in recent years the total production of 
the American watch assembling industry has been approximately upward of 
6,000,000 finished jeweled watches of quality annually, it is clear that our 
product contributes materially to the employment of many additional thousands 
of American workers in the watch retailing business. 

The survey also showed that at retail price levels the total value of the fina! 
products of our industry, in 1947, was $322,619,000, of which only $48,607,000, or 
15 percent, represented the cost of imported materials. The balance remained in 
this country and included $24,566,000 which represents the cost of watch cases: 
customs duty, $16,933,000; payroll, $14,679,000; wrist bands $4,563,000; gift 
boxes $4,096,000; and excise taxes $35,485,000. The remainder includes adver 
tising expenses, selling expenses, manufacturers’ net profits, retail expenses and 
profits, Federal and State taxes, and all other costs. There have been no ma 
terial changes in these conditions during 1948 and 1949. 

For years past, our industry has been subjected to many attacks by the do 
mestie watch manufacturers, and the representatives of the labor unions whose 
members are employed in their factories, generally in connection with the tariff 
and imports, during the course of which we always have been referred to by 
them as “Swiss watch importers,” but it is evident that those engaged in thx 
American watch-assembling industry are not the class of importers who brin: 
in finished manufactures from abroad to be sold in this country in their imported 
condition. 

The fact is that we are American manufacturers—and we have been so 
classified by the United States Department of Commerce—who import semi 
finished foreign materials to be used in connection with domestic materials in 
the production of finished watches in this country; that as such we create jobs 
for many thousands of American workers; and it is obvious that our watch 
assembling industry is a very substantial one which necessarily plays an im- 
portant part in the domestie economy. 

Few Americans are aware of the fact that imports of uncased Swiss watch 
movements create this huge American-owned and operated watch-assembling 
industry that otherwise would not exist. The watches we produce help to fill 
the great American demand for timepieces at a fair competitive price—a demand 
that the domestie watch manufacturers operating at full capacity could come no 
closer than 40 percent in satisfying. 
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THE IMPORTATION OF SWISS WATCH MOVEMENTS HAS NOT CAUSED INJURY TO THE 


DOMESTIC WATCH MANUFACTURERS 


In the past, when the question of reciprocal trade and the extension of the 
Trade Agreements Act was under consideration by the Congress, representatives 
of the three domestic watch manufacturers appeared before the various com- 
mittees, and contended that their business was being injured by the imports of 
jeweled watch movements from Switzerland under the trade agreement with that 
country. The substance of their arguments was that the rates of duty fixed in 
the trade agreement did not give suflicient protection to their industry because of 
the lower labor costs in Switzerland, 

There was nothing new in this contention it having been advanced over and 
over again during the past 35 years by those favoring high tariffs on the theory 
that we must protect the American workman against cheap foreign labor. It is 
generally the case, however, that the efficiencies of the American mass production 
system, our plants, and equipment and tools, enable us to successfully market our 
production in competition with the preducts of so-called cheap foreign labor, 
which after all is only one of the factors entering into cost of production, 

As long ago as 1954, when the proposed trade agreement with Switzerland was 
under consideration, these same three domestic watch manufacturers urged before 
the Committee for Reciprocity Information that they were a vital industry in the 
time of war, and expressed the fear that removal of adequate tariff protection 
would destroy in 24 months the organization they had built up over a period of 
100 years, and thereby place the United States in a position of depending on 
Switzerland for essential war material and skilled artisans. 

The trade agreement was concluded and made effective on February 15, 1936, 
and a reduction in duties averaging 385 percent was granted on watch movements. 
One hundred and seventy-eight months have passed since that time, and two of 
the three companies, Elgin and Hamilton, are still enjoying good business. Their 
financial statements show that both have earned substantial net profits in 1948 
and 1949, and preliminary reports indicate that their 1950 net profits will equal 
those of 1949. On March 25, 1950, the Elgin Co. announced the payment of a 
profit-sharing bonus to its employees, from which it is evident that they make 
protits despite the Swiss imports about which they complain. 

Waltham, the third company, is still in business, having gone through reor- 
ganization proceedings recently, as a result of financial difliculties, which it also 
has experienced many times in the past. The last of these unfortunate situa- 
tions proved most opportune for those who oppose the importation of Swiss 
watch movements. The national president of the Independent American Watch 
Workers Union immediately charged that Swiss watch imports were responsible 
for the Waltham failure, and there doubtless were many persons, not familiar 
with the correct facts, who believed that such imports were responsible for 
Waltham's difficulties, The reason for this charge undoubtedly was, as so aptly 
stated by Hon. Dean Acheson, Secretary of State, in an address made in New 
York on November 2, 1949: 

“Imports are such a convenient scapegoat. They can be blamed with relative 
impunity for a variety of troubles that arise from other causes. There is usually 
no one there to defend them.” 

However, the real reasons for the Waltham difficulties eventually became 
the subject of widespread comment not only in many of the prominent news- 
papers throughout the country but also in almost all of the trade papers, 
financial organs, and magazines of all kinds. In view of this, it probably is 
sufficient to say that it has been conclusively established at this time that 
Waltham’s real difficulties lay not in Swiss watch imports, but in gross misman- 
agement, failure to provide funds to keep its plant and machinery up to date, 
shipment of faulty watches, the ignoring of style changes, and lack of adver- 
tising. All this adds up to gross inefficiency, and the inability to effectively 
compete with the other companies engaged in producing and selling watches in 
this country. 

It is interesting to note that even the president of the watch workers’ union ap- 
pears to have admitted some the true facts, notwithstanding his original charges. 
He appeared before the Ways and Means Committee of the House, in the early 
part of 1949, and among other things stated as follows: 

“Waltham did not maintain nor increase its sales volume, through bad judg- 
ment on the part of a president of the company who is no longer with them, 
thank God. * * * 
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“What Waltham has missed is advertising or bringing home to the American 
people the brand name of a product you can for years remember. For twenty 
odd years we were in the hands of financiers who didn’t believe in advertising 
Waltham has put out 33,000,000 movements in 99 years. Waltham has an untold 
amount of good will resting in this country and the only way you can get it ou: 
is by advertising and promotion and merchandising campaigns, which hasn't 
been done. * * #* 

“Waltham’s trouble was that it was in the hands of a group, in my opinion 
and I make this charge knowing full well—that wanted to wreck the compan) 
so they could pick it up and buy it at 10 cents on the dollar on the rebound. 
That is what is wrong with Waltham.” 

From this it is clearly evident that Swiss watch imports were not responsil|: 
for the Waltham difficulties and any charge that they were is not supported 
by the facts. 


CONTRIBUTION OF AMERICAN WATCH ASSEMBLING INDUSTRY TO NATIONAL DEFENSE 


Within the past year or two, the three domestic watch manufacturers have 
stressed, on every occasion deemed appropriate, the contention first raised by 
them in 1934, that they constitute a valuable industry in time of war and con 
sequently must be preserved ; and that the most important factor in this preserva- 
tion now embodies the adjustment upward of duties on imports of watch move- 
ments from Switzerland. 

There is no question that the domestic jeweled-watch industry is essential to 
the defense of this country in time of war. But the assertion that it will be 
destroyed unless the duties on watch movements are increased, is not supported 
by the records relating to imports and to the business of the domestic watch manu- 
facturers during the past 14 years since the establishment of the trade agreement 
with Switzerland in 1936. Regardless of what was imported, they had a sub 
stantial increase in sales from 1936 to 1941, and when they reconverted from war 
work to civilian production, their sales increased each year until 1948, when they 
reached the highest tota! in their histories. And their sales for 1{49 were almost 
as high as they were in 1948. While the percentage of net profits to sales was 
not as high in 1948 and 1949 as it was in 1940, the net profits still were sub 
stantial, and enabled Elgin to pay a bonus to its employees out of its 1949 
profits, as above stated. 

In connection with the claim that the domestic jeweled-watch industry is be- 
ing harmed or threatened by imports of watch movements, the following state- 
ment made by Willard L. Thorp, Assistant Secretary of State for Economic 
Affairs, when he appeared before the Senate Finance Committee in 1949 to 
give his views on the question of the extension of the Trade Agreements Act, 
is significant: 

“Because much has been said of the essential role of the watch industry in 
wartime, I should like to add a word on that subject. The National Military 
Establishment is represented in the Trade Agreements Committee and has always 
followed the watch situation carefully. It is in complete agreement with the 
other agencies in the committee that the national security is in no way threat 
ened by imports of watches at present, and the Secretary of National Defense 
recently wrote to Mr. Doughton to that effect. There is no question but that 
we must maintain a pool of skilled watch workers for future emergencies, but 
there is no prospect that imports will either eliminate or seriously injure the 
watch industry. New capital is going into domestic watch production even 
now, notably in one of the three domestic firms and in a firm hitherto engaged 
exclusively in importing. With reorganization at Waltham, there is ever) 
reason to expect an expansion rather than a contraction of employment in the 
manufacture of jeweled watches.” 

As previously stated herein, it has been repeatedly stressed by representatives 
of the domestic watch manufacturers that they constitute an essential industry 
in time of war and, consequently, must be preserved: and that the most im 
portant factor in this preservation now embodies the increasing of duties on 
imports of watch movements from Switzerland. 
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We would like to point out that our American watch-assembling industry also 
constitutes an essential industry in time of war, and that members of this in- 
dustry also participated in war work during World War Il. We made precision 
instruments, watches, and other items vitally necessary to the war effort. Our 
production included many articles that required the highest type of precision 
work. The list shown below includes the most important of the items produced 
by the members of this association, and so excellent was the work performed 
that several of them were awarded the Army and Navy “E.” ‘Their combined 
production totaled many hundreds of millions of units and the over-all value 
amounted to $70,614,825. The large difference between the total number of 
units produced and their total value is accounted for by the fact that many of 
the items were exceedingly small, and not particularly expensive, notwithstand- 
ing that they were highly precise in every case and very difficult to manufacture. 
Fuzes, concrete piercing, time, rocket, Machinery for making jewel bearings 

etc. Castings and bronze parts for torpedoes 
Telescopes Precision parts for aviation instruments 
Firing pins Ship chronometers 
Pinions Photo-timers 
Watches Compasses 
Rate of climb instruments Turn and bank indicators 
Altimeters Precision meters 
Navigation hack watches Rotors 
8-day aviation clocks Rifle sight parts 
Ammeters Numerous other small but important 
Conoscopes parts that required precision opera- 
Jewel bearings tions 

From this it will be seen that the American watch-assembling industry rep- 
resents just as vital a part of the over-all defense potential of this country 
as does the domestic jeweled-watch manufacturing industry and, therefore, 
that we should be considered a part of, and not a separate entity, when con- 
sideration is given to the watch industry as a segment of our national-defense 
picture. Consequently, any action taken that would be injurious to our assem- 
bling industry must necessarily affect a part of the watch industry national- 
defense program. As a matter of fact, several of our members at this particu- 
lar time are working on exceedingly important contracts for the armed services 
and negotiating for others in appropriate instances. 

We have previously pointed out that our industry uses millions of American- 
made watch cases in the production of our watches. The manufacturers of 
these also are an important part of the national-defense picture. Concerning 
this aspect, the United States Tariff Commission in its Report No. 20, on watches, 
published in 1946, states as follows: 

“The resorvior of skills employed by mannfacturers of watch cases and the 
equipment used by such manufacturers contribute materially to the Nation's 
war potential. The number of tool and die makers and press operators em- 
ployed by case manufacturers and the magnitude of the plant facilities, -how- 
ever, depend on both the quantity and variety of their output. The lower the 
average prices of watches, the more of them will be sold, and the greater will be 
the number of caseS produced. Also, inasmuch as each of the domestic manu- 
facturers and leading assemblers of watches attempts to market individually 
styled models, the productive capacity of domestic watch-case manufacturers 
will depend on the number of different firms which purchase watch cases and the 
number of exclusive designs each uses. The greater the number of firms which 
manufacture or assemble watches, and the lower the prices of Watches, the 
greater will be the war potential of the domestic case manufacturers.” 

From this it would appear to be in the national interest to have a large number 
of American watch assemblers producing watches and that, if these are sold-at 
lower prices, the end result is beneficial rather than harmful. 

The domestic watch manufacturers have in the past also suggested that quotas 
should be established on the importation of watch movements, and that this 
was necessary to their prosperity, with which we did not agree. However, at 
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the 1949 hearings before the Senate Finance Committee, the president of the 
watch workers’ union stated, as follows: 

“Gentlemen, in order that the record may be made straight, the American 
Watch Workers Union today does not desire a quota. * * * A quota today 
would be of no value.” 

We are in accord that quotas on imports of watch movements would be of no 
value, and this is as true now as it was in 1949. In a speech at Charleston, 
Ss. (., on November 16, 1945, former Secretary of State James F. Byrnes stated, 
respecting the liberal principles of commercial relations which this country 
wants to see applied by all nations, as follows: 

“They are based on the conviction that what matters most in trade is not the 
buttressing of particular competitive positions but the increase of productiv: 
employment, the increase of production, and the increase of general prosperity.’ 


THE AMERICAN WATCH ASSEMBLERS’ ASSOCIATION HAS HERETOFORE AND DOES NOW 
SUPPORT THE RECTPROCAL TRADE AGREEMENTS PROGRAM 


This association favors the extension of the Reciprocal Trade Agreements 
Act for a period of 8 years without burdensome restrictions. It is now generally 
recognized that the trade-agreements program is an inseparable part of the 
international program of this Nation. The various measures taken by the 
United States to raise standards of living in Europe, and elsewhere, through 
production, have succeeded in putting millions of workers back into productive 
work. The reductions in the high tariff rates, which experience has shown had 
resulted in blocking the channels of world trade, throuch the negotiation of Re- 
ciprocal Trade Agreements, are enabling other countries to sell their goods to 
us and in turn to pay for the goods they buy from us. Our own economic well- 
being clearly is dependent on a healthy and expanding international trade, ani! 
the trade-agreements program has operated to remove one of the most serious 
obstacles to the flow of world trade. 

The trade-agreements program has been vigorously opposed by various in- 
dustries and labor groups which believe that high tariff rates mean high em- 
ployment, and in turn national prosperity, and international prosperity. 

The fallacy of this belief almost proves itself, because, if high tariff rates were 
the answer to the problem, then the mere establishing of such high rates by al! 
countries should achieve the desired results. But experience has shown that 
they do not, and that high tariff rates are not the answer to this problem. When 
enacted in the past, they have resulted only in temporary and false prosperity, 
and finally in terrible depression and unemployment. 

In a radio broadcast, on May 11, 1948, dealing with the question of the exten- 
sion of the trade-agreements program, Vice President Alben W. Barkley (then 
United States Senator) stated, as follows: ; 

“Between the two World Wars, the United States and nearly all other nations 
engaged in a series of progressive increases in tariff enactments creating arti- 
ficial barriers to trade. The result of which was that all of these nations found 
themselves in a sort of self-constituted. water-tight compartment, based upon 
the theory of self-sufficiency, and this situation contributed very materially to 
the depression which took place in 1929 and into the early 1980's. 

“The annual value of the commerce of the United States in 1929 was nearly 
$10,000,000,000, By 1982 it dropped to $2,900,000,000 as a result of this self- 
sufficient, narrow nationalistic policy adopted by us and by the other nations of 
the world. 

“I do not have to remind many of you here in this audience and in the radio 
audience that many American export industries were completely shut down, 
that there was an enormous farm surplus of supplies created in the United 
States because of the markets of the world being denied to us, and as a result of 
that unemployment was widespread throughout the United States, 

“T advocate the extension of the Trade Agreements Act because our own 
world commerce has been greatly benefited by the operation of the program. For 
instance, the annual average of our international commerce for 2 years—that 
is, 1938 and 1989 as compared to the 2 years 1934 and 1985—shows that onr 
exports to trade-agreement nations—nations with which we had trade axree- 
ments—increased 63 percent, whereas it increased only 32 percent with nations 
with which we had no such agreements. 

“As a result, also, the imports into the United States from trade-agreement 
nations increased 27 percent, whereas in the non-trade-agreement nations it only 
increased 1214 percent. 
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“IT advocate the extension of the Trade Agreements Act not only because 
it is to our benefit as a nation commercially, giving employment to millions 
of our laborers, but I advocate it because it is essential now in the world condi- 
tion which prevails that we implement it with our foreign economic policies.” 

We are fully in accord with this statement by Mr. Barkley, which refers to 
the over-all world picture. 


TRADE AGREEMENTS WITH SWITZERLAND ADVANTAGEOUS TO AMERICAN PRODUCERS 


Inasmuch as the American watch-assembling industry imports the watch 
materials it uses almost exclusively from Switzerland, we would like to specili- 
cally refer to the flow of trade with that country before and after the estatblish- 
ment of the trade agreement with Switzerland in 1936. The Smoot-Hawley Tariff 
Act of 1980 contained the highest rates of tariff duties ever enacted into law 
by the Congress of the United States. Official Swiss statistics show that in 
1931 the value of Swiss exports to the United States was 92,177,984 Swiss franes, 
and that each year thereafter they declined until, in 1935, the exports to the 
United States were valued at only 48,106,418 Swiss franes. In 1931, the 
value of United States exports to Switzerland was 168,556.547 Swiss frances, 
and they also declined each year thereafter until, in 1935, United States exports 
to them were valued at only 69,530,832 Swiss francs. 

It thus appears that under the high-duty rates fixed in the 19380 Tariff Act, 
our imports from Switzerland declined approximately 92 percent in 6 years, 
while our exports to that country declined approximately 135 percent during the 
same period. As indicated by Mr. Barkley, a similar situation prevailed in the 
case of all other countries with which this country trades, and the resulting 
depression and unemployment during those years should not be forgotten when 
the increase of tariff duties is suegested. 

In 1936, as above stated, this country negotiated the trade agreement with 
Switzerland, in which the 1930 tariff rates were reduced on a large number of 
agricultural and nonagriculitural products. The statistics show that in 1037 the 
value of Swiss exports to the United States had jumped to 112,338,066 Swiss 
francs, and the value of United States exports to Switzerland also advanced to 
126,185,414 Swiss francs, a splendid increase in trade for both countries. 

The following is a picture of the over-all trade between the two countries from 
193) to 149, inclusive: 


—_—— - - —_—_— a ———— 
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It will be noted that except in the war period, when Switzerland was unable 
to import extensively from the United States, due to shipping conditions, the 
Swiss purchases of our products consistently exceeding our purchases of Swiss 
products. In the 11 years prior to 1950, the United States enjoyed a favorable 
trade balance of $308,SS87,058, 

This balance of trade is favorable to the United States in every sense of the 
word because Switzerland is net one of the countries receiving financial aid 
from this country under the Marshall plan, and the Swiss pay cash for all of 
the goods purchased from us. The Swiss purchases in 1949 included grain and 
agricultural products valued at over 174,000,000 francs: automobiles, 80,000,000 
francs; machinery, 72,000,000 francs, and large amounts of many other items. 
The principal Swiss export to the United States was watch movements and 
watches, valued at $46.000,000, and it is interesting to note that this figure alone 
comes Close to balancing the total of $44,600,000 which Switzerland spent for 
American grain and agricultural products in the same period. 

It is clear from this that the money we spend in Switzerland for watch 
movements provides that country with funds to maintain large purchases in 
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the United States. and it is equally clear that such reciprocal trade leads to 
international prosperity which inevitably must result in national prosperity and 
thus, in turn, in full employment. 

It would seem to follow that any action by the United States that would sub- 
stantially interfere with the importation of Swiss watches and movements 
into this country necessarily would lead to a downward trend in Swiss purchases 
here due to reduced purchasing power. And if such a policy were followed by 
the United States generally with respect to the products of other countries, it 
would, on the basis of past experience, not be iong before the disastrous results 
of such policy would be fell. 

Thus, any reasonable increase in imports that can be secured should prove to 
be helpful in preventing an increase in unemployment, and eventually should 
result in increasing employment. Moreover, it would tend to help solve the 
serious problem of the dollar gap between exports and imports now confronting 
this country. 

This dollar gap is not a new condition. The value of our exports has exceeded 
the value of our imports for well over 50 years. Previously the gap has not 
been too large, but in the past few years has exceeded $5,000,000,000 a year. 
This presents a serious balance of payments problems for the United States. 

We went off the gold standard in 1983, and thereafter bought foreign gold at 
$55 a fine ounce in an effort to solve the gap problem. Then in the 1940's our 
production was greatly expanded and vast quantities of goods exported to our 
allies, which we financed in large part by gifts such as lend-lease, and other 
give-away programs. None of this solved this problem, but in dealing with it, as 
stated by Secretary of State Mr. Acheson, “we have learned that the recovery 
and prosperity of other countries are essential to our national security and 
prosperity.” 

This is the basic reason why we must make every effort to increase imports. 
Clearly, as stated before, we cannot continue to subsidize our exports indeti- 
nitely. Only by enabling the other countries to pay for the goods they buy from 
us will any sound foundation of prosperity be secured. Thus we should con- 
tinue our trade-agreements program and to make reductions in our tariff. 

In an article in the Commercial and Financial Chronicle, by Edward D. Wil- 
gress, on March 30, 1950, the following is stated : 

“In short, the United States must throw out the life lines to the American 
market. By opening her doors wider to imports, she can help other nations 
adjust to a new,.and natural equilibrium most effectively and realistically. 
That natural equilibrium must, in fact, be established, for only then can we 
hope for real and enduring stability in Britain and the free Western World. 
The United States must, therefore, continue its program of tariff reductions, 
steadily preparing the way for an expanding world economy.” 

That the tariff concessions previously granted by this country, tnder authority 
of the Trade Agreements Act, are an important factor in the efforts to solve the 
dollar-gap problem is indicated by the United States import statistics for the 
first 9 months of 1950, compared with the same period in 1949. Imports for 
consumption in the first 9 months of 1950 amounted to $6,120,500,000 as against 
$4,848,100,000 in the same period of 1949, an increase of $1,272,400,000, This is 
a clear indication that the reciprocal trade agreement program was a step in 
the right direction in our Government's efforts to develop a sound, balanced sys 
tem of world trade. 

The present Trade Agreements Act, as amended, provides adequate safeguards 
for domestic industry against injury or threat of injury that may result from 
any tariff concessions granted on imported goods, and there are very efficient 
and responsible agencies of our Government having this phase of the subject in 
their charge. 

The Trade Agreements Extension Act of 1948 included certain amendments 
providing additional safeguards, one of which required the Tariff Commission 
to make an investigation of each article to be considered for possible modifica- 
tion of duties, and to make a report to the President indicating the lowest rates 
which could be granted without causing or threatening serious injury to the 
domestic industry producing like articles—the so-called peril-point amendment 
In practice, this would be a great burden in connection with the negotiation of 
proposed trade agreements. 

The Trade Agreements Extension Act of 1949 repealed the Extension Act of 
1948, so that the burdensome and crippling amendments enacted therein are no 
longer in effect. The procedures followed prior to 1948 and subsequent to 1949, 
in negotiating trade agreements, have been workable and effective from a prac- 
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tical standpoint and, therefore, we do not favor peril-point determinations, and 
other restrictions that would tend to cripple the reciprocal trade agreements 


program, 
CONCLUSION 


As hereinbefore stated, we have in the past supported and endorsed the re- 
ciprocal trade agreements program whenever the question of extension thereof 
for a further period was under consideration by the Congress, because through 
this program “we are gradually opening up the channels of world trade that 
have been clogged for a generation.” 

We conciude this memorandum by again urging that the Reciprocal Trade 
Agreements Act be extended for a period of 3 years, as proposed in H. R. 1612, 
without burdensome amendments. 


Tite CoUNCIL OF AMERICA, 
New York 16, N. Y., January 22, 1951. 
Hon. Dante A. Reep, 
The House of Representatives, Washington, D. C. 

My Dear MR. Reep: In connection with the current hearings on the proposed 
extension of the Reciprocal Trade Agreements Act, 1 should very much appre- 
ciate your bringing this letter to the attention of the committee for the purpose 
of having in the record the views of the American ceramic floor and wall tile 
industry. 

As we have indicated in full detail in the testimony and briefs which we have 
presented on eight separate occasions since the hearings in 1945, we are se- 
riously concerned over the impact of our Government's tariff policies on our 
industry. 

I will not burden the committee with a mass of statistical detail, since this in- 
formation is all on record in the material which we have presented on these 
previous occasions, and which I am itemizing on the sheet attached. 

Since the ceramic floor and wall tile industry serves a definite national need, 
and since the domestic factories are the only reliable source in the world of high- 
quality ceramic tile for the American people and the American Government, we 
feel that it needs and deserves adequate tariff protection. 

We do not know what has happened in the Torquay negotiations. We are 
most hopeful that the current tariffs on foreign-made tile coming into this coun- 
try were not and will not be reduced. We sincerely trust that our presentations 
during the past 6 years have demonstrated to our Government officials that our 
industry is too small and too vulnerable to risk the disastrous effects of lowered 
tariffs and the consequent increased volume of cheaper tile from abroad. 

Since devaluation of the pound, the prices of foreign tile, particularly British- 
made, have been considerably below current domestic prices. History has shown 
that such a condition is dangerous to the long-run health of the domestic market 
and the domestic manufacturers. 

The tile industry is important to the American people in peace and war. Tile 
is an essential material for hospitals and public buildings. There is also a likeii- 
hood that tile will have an increasing importance in our atomic program. Ceramic 
materials might be most useful as the moderator in a thermal pile, according 
to a booklet, Survey of Ceramics for Nuclear Reactors, by R. F. Geller, Chief, 
Poreelain and Pottery Section, National Bureau of Standards, and reprinted 
from the October 1950 issue of Nucleonics. The Navy, in its laboratories in San 
Francisco, has declared that the problem of decontamination of a radioactive 
area is helped by coatings that present a fine, glazed, smooth surface, from which 
the particles can be easily washed. Tile, of course, provides this kind of surface. 

As our Nation goes more deeply into defense mobilization, the supply of skilled 
manpower will decrease, Our factories may have increasing difficulty keeping 
up production, At the same time, our foreign competitors, who are not arming 
so intensively, may have more manpower available to produce more tile to com- 
pete with us in our domestic markets. This situation may well aggravate the 
over-all threat, unless there is adequate tariff protection from our industry. 

During the past 6 years, the domestic tile manufacturers have spent upward of 
$10,000,000 in new plants and equipment to make more and better tile for the 
American people and for use in Government hospitals, and other essential build- 
ings. This is a large sum for an industry the size of ours. The tile contractors 
and tile workmen throughout the country have done everything possible, for their 
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part, to improve and expand the industry’s contributions to the Nation's 
well-being. 

We respectfully urge that our Government officials do all they can to prevent 
the lowering of current tile tariffs and to protect the domestic industry that 
means so much to the living standards of so many millions of Americans. 

Very truly yours, 
Norris E. PHIiies. 


PREVIOUS BRIEFS AND TESTIMONY 


The Tile Council of America has consistently presented the facts about the 
industry's service to the American people, and the threat of inadequate tariffs, 
to the governmental authorities charged with administration of the tariff laws. 

These facts are included in the following: 

May 10, 1945: Statement of Norris E. Phillips, chairman, Tile Council of 
America, before Committee on Ways and Means, House of Representatives. 
Hearing on 1945 Extension of Reciprocal Trade Agreements Act (pp. 2317 through 
2330, vol. 2, revised). 

December 19, 1946: Brief filed on behalf of the Tile Council of America with 
Committee for Reciprocity Information, Washington, D. C., by D. Parry Forst, 
chairman, Tile Council of America. 

January 30, 1947: Testimony of Norris E. Phillips, on behalf of Tile Council 
of America, before Committee for Reciprocity Information, Panel E, Ceramics, 
Washington, D. C. 

February 22, 1947: Supplementary letter to the Chairman, Committee for 
Reciprocity Information. 

January 28, 1948: Brief submitted to the Committee for Reciprocity Informa- 
tion, Washington, D. C., by Norris E. Phillips, on behalf of Tile Council of 
America. 

January 25, 1949: Letter to the Honorable Daniel A. Reed, member of Com- 
mittee on Ways and Means, House of Representatives (p. 606, record of hearings 
on H. R. 1211). 

May 16, 1950: Brief submitted to Committee for Reciprocity Information, 
Washington, Ly. C., by Norris E. Phillips on behalf of the Tile Council of America. 

May 31, 1950: Testimony of Norris E. Phillips, on behalf of Tile Council of 
America, before Committee for Reciprocity Information, Panel E, Ceramics, 
Washington, D. C. 


STATEMENT OF ARTHUR BESSE, PRESIDENT, NATIONAL ASSOCIATION OF WooL 
MANUFACTURERS 


The National Association of Wool Manufacturers has consistently opposed 
the trade-agreements program since it was first advocated by Mr. Hull as a 
device to bypass Congress.’ 

Events have shown the correctness of our contention that United States tariff 
rates should not be determined by bargaining with foreign countries which, in 
most cases, are not in a position to keep the bargains after they are made. 

The State Department, however, still makes the completely unwarranted 
statement that “the trade-agreements program is a proved and tested method of 
reducing world-wide barriers to international trade.” If anything has been 
proved, it is that the program has failed utterly in all of its alleged objectives 
Except in the case of the United States, world-wide barriers to international 
trade are higher than ever before in history. For this statement the State 
Department itself is the authority. 

A State Department release of December 18, 1950, refers to efforts of the De 
partment and of the International Monetary Fund to secure relaxation of import 
restrictions against dollar goods. These restrictions are precisely what the 
trade agreements were supposed to eliminate. Many of these restrictions have 
been resorted to in order to offset any increase in the imports of dollar goods 
which might be expected to follow reductions in the official import duties of 
foreign countries. These countries have agreed with us on simultaneous reduc 
tions in tariff duties, knowing that such duties were the only restrictions on 
imports into the United States and knowing, too, that they themselves could 


utilize other devices to keep out foreign goods, 
' Memoirs of Cordell Hull, pp. 354-358. 
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Foreign countries have agreed to concessions in tariff rates, but in almost 
every instance have rendered such concessions ineffective by utilizing quotas, 
import licenses, exchange controls, currency manipulation, exise taxes, and 
other devies—all far more effective than simple import tariffs such as are used 
by the United States. 

The Department of Commerce publishes a summary of foreign import license 
and exchange control regulations applying to imports from the United States. 
This list shows that restrictions on imports from this country are imposed by 
substantially all countries in the world except for a few in Central America and 
the Caribbean area. This is the measure of the success of the trade-agreements 
program to date. 

The “restrictions” imposed by foreign countries are determined by economic 
considerations, not by bargaining diplomats. It must always and inevitably be 
so. Our association, in previous testimony opposing the trade-agreements pro- 
gram, has called attention to the fact that simultaneous reduction of tariff bar- 
riers by different countries did not make sense. Certain countries with current 
so-called favorable balances of trade might well be in a position to reduce bar- 
riers against imports from other countries without injury to themselves. How- 
ever, the countries with currently untavorable balances, far from being able to 
agree to concurrent reduction of import barriers, should impose more restric- 
tive barriers in order to make for a decrease in imports, upon which their sol- 
vency depends. This is not a difficult principle to understand, but it appears to 
have been completely missed by the theorists who believe that all things can be 
settled simply if only they can be made the subject of an international agree- 
ment. 

The fact that economic factors rather than political agreements must deter- 
mine the degree to which restrictive import controls are imposed, is shown 
by the recent relaxation of controls on the part of certain nations with whom 
the United States has previously concluded agreements. There have been no 
new trade agreements of any kind whatever. What has happened is that the 
exchange position of a number of fereign countries has improved (partly be- 
cause of stockpile purchases by the United States), and those countries have 
relaxed the barriers against the import of United States products, in their own 
interest. This relaxation has had nothing to do with the trade-agreements pro- 
gram; it is based solely upon economic factors. 

The trade-agreements program cannot possibly reduce barriers to trade 
throughout the world no matter how zealously it may be administered. Nothing 
can long obesure the fact that if there are reasons why some countries can relax 
such barriers, those same reasons dictate the necessity of the imposition of more 
restrictive barriers by other countries. If the United States persists in continu- 
ing this unsound program, there may be certain token reductions in tariff rates 
or other specific controls by foreign countries, but such reductions will be offset 
by other restrictive devices. The net result is that foreign markets will be left 
as highly restricted as ever. 

There is nothing unsound or unreasonable in this. It is unsound to think 
foreign countries will accept our products if it is not in their interest to do so. 
It is equally unsound to believe they will keep out United States products if it is 
to their interest to import them and if they can afferd to do so, 

Although the trade-agreements program has failed utterly to secure any 
amelioration of barriers to the sale of United States products abroad, it has 
opened the doors to vastly increased imports into this country. Whether one 
believes that this is a wise thing to do or not, everyone agrees that the doors 
have been opened. It is our feeling that they have been opened far too wide. 

The trade-agreemests program has accomplished nothing but the reduction of 
United States tariffs, and it is ridiculous to go through the elaborate trade-agree- 
ments machinery to accomplish such a purpose. Mr. Ilull and his assistants 
devised the program to circumvent Congress since he was convinced that—to 
use his own words—"‘it would have been folly to go to Congress and ask that the 
Hawley-Smoot Act be repealed or its rates reduced by Congress.” While Mr. 
Hull may have been right in 1983, there is certainly no inflexible tariff attitude 
on the part of Congress today which would justify a continuance of this round- 
about method of setting United States tariff rates. Also, it is inevitable that 
sooner or later certain United States tariffs must be increased. The long trend 
of progressive reductions will inevitably be overdone (if it has not already gone 
much too far), and we will face the necessity of repudiating international 
agreements in order to readjust them. Since those agreements are of no con- 
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ceivable value to this country, there is no conceivable warrant for tying the 
hands of the United States by their continuance. We should again assume con 
trol of our own tariff rates and recognize that economic considerations wil! 
dictate how restrictive they shall be, exactly as economic considerations have 
continued to control the tariffs and restrictions of other countries. In this 
connection it is not inappropriate to call attention to the Benelux agreement 
between Belgium, the Netherlands, and Luxemburg. Reductions of impor) 
restrictions have been mutually agreed upon, but stubborn economic facts have 
overridden international agreements and little progress has been made in the 
actual reduction of trade barriers. 

A number of proposals have been made for returning control of United States 
tariffs to an agency of the United States. These proposals do not involve any 
immediate change in currently established tariff rates but provide that this 
country may make changes in its tariffs, either downwards or upwards, as eco- 
nomic conditions indicate may be appropriate, without doing so through the com- 
plicated machinery of the trade-agreements program. 

The trade-agreements program is for other reasons a completely unacceptable 
instrument for this purpose. The necessity for horse trading with other nations 
puts a premium on bargaining power and subordinates economic considerations 
There is an inevitable tendency to set great store by percentages and believe, fo: 
example, that a 25-percent reduction in one instance is important even though 
its effect may be small in comparison with a 10-percent reduction somewhere 
else. Larguining techniques and political considerations tend to outweigh eco- 
nomic factors, when the reverse should be the case. 

The farcical claims of the care taken to “protect” domestic interests have been 
quite thoroughly discredited. The administration does not want “peril points” 
established. There can be no reason for this attitude except a determination to 
go beyond the peril points. The touted “escape clauses” have not been used and 
every possible impediment is placed in the way of many who seek to have them 
invoked. Carefully set limits, agreed upon after exhaustive hearings in this 
country, have been exceeded when foreign negotiators insisted on greater con 
cessions. For years spokesmen for the Government have given assurances that 
no domestic industry would be hurt by tariff reductions negotiated under the 
trade agreements program. The National Association of Wool Manufacturers 


has pointed out again and again that there was no way in which a part of 


the United States market could be given over to foreign producers without taking 
it away from domestic producers who now supply it. You can’t have it both 
ways. If foreigners are to supply markets for which domestic enterprises now 
produce goods, those particular domestic producers must inevitably suffer. 

After refusing for 15 years to accept the simple logic of that contention, 
Government spokesmen have at long last admitted that a continuance of the 
program will damage United States producers. A year ago both Secretary 
Acheson and Mr. Paul Hoffman admitted this in testimony before Senate com- 
mittees and discussed methods of alleviating distress which might be caused, 
both to business and to labor, by these trade agreements. The testimony of 
these two administration spokesmen was an admission that the trade agree- 
ments, Which they mistakenly believed might stimulate exporting industries, 
could only do so at the expense of other groups. Is this the kind of a program 
the United States wants? 

Furthermore, the whole structure of “carefully calculated reductions” 
unceremoniously and abruptly disposed of by the devaluation of the pound 
sterling. The reduction of the pound from $4.08 to $2.80 represented a more 
drastic reduction of United States tariffs than all the concessions previous! 
negotiated with Great Britain. The possibility of such a reduction was no! 
even considered by the experts assigned to the task of safeguarding the position 
of domestic producers. 

The total duty collected in 1948 on the importation of a 14 ounce Englisi: 
fabric with a foreign value of 10 shillings was 83 cents a yard. The effect ot 
devaluation was to reduce the duty paid landed price of this fabrie in this 
country by 72 cents which was substantially the same as putting the fabri: 
on the free list with no change in the former ratio between the pound and thie 
collar. If the experts who protect domestic producers against damage from 
imports were right, our tariffs should have been raised 41 percent when the 
pound was devalued. Needless to say this was not done, nor could it have been 
done under the agreements, 


Was 
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The wool textile industry of the United States has been placed in an ex- 
tremely vulnerable position by tariff reductions made under the trade-agreements 
program. 

Imports of woolen and worsted fabrics during 1950 were double the imports 
for 1948 and four times the imports in 1{47. The current rate of imports 
is equal to the all-time high which was reached in the 1920's and which resulted 
in demands for increased tariff protection at that time. That imports should 
increase further under present tariff rates is inevitable unless the present 
emergency causes a complete disruption of foreign trade. At the present rate 
of exchange, average earnings of wool textile workers in Great Dritain amount 
to 383 cents an hour. In the United States the average is 51.44, or 51.11 more than 
in Great Britain. Present tariff rates are not sufficient to offset this tremendous 
wage differential. 

We do not believe that the wool textile industry's situation as respects com- 
petition from abroad is unique, although the industry may perhaps be more 
important from the standpoint of national defense than some other groups which 
have been put in jeopardy by this program, Sooner or iater some United States 
tariffs must be increased. A continuance of the trade-agreements program 
will tie our hands and make such adjustments difficult and indeed impossible 
except after delays which may be costly in the extreme. 

There is no good purpose served by these trade agreements. We should set 
our own rates and change them when and as they need changing. We can 
be as liberal in our treatment of foreign interests as is prudent, but we should 
not tie our hands by agreements which are of no possible advantage to this 
country. ? 

The trade agreements amendment should not be continued. Instead a new 
agency should be established to set tariff rates, subject to principles set down by 
the Congress. This agency should be empowered to make duty changes as 
required, subject to congressional veta. Economic rather than political con- 
siderations should be controlling. And the veto power over changes made by 
the agency should rest with the United States Congress, not with foreign chan- 
celleries as it does under existing trade agreements. 

New York, January 26, 1951. 


CANNERY WorKERS UNION oF THE PACIFIC, 
Terminal Island, Calif., January 23, 1951. 
Hon. Cectr Kine, 
Congressman, Seventeenth District of California, 
House of Representatives, Washington 25, D.C. 

Dear Sir: This letter is an urgent request on behalf of this organization for 
immediate appropriate legislative action to halt the tide of rising imports of 
cheap foreign tuna into the United States. 

Imports of canned and frozen tuna from Japan alone have risen from 3,037,534 
pounds in 1948, the first year since the end of the war that Japan exported 
any tuna, to 41, 012,202 pounds for the first 10 months of 1950, 

Out of the approximate 10,000,000 cases of canned tuna which the United 
States will consume this year, about 30 percent is either canned foreign tuna 
shipped directly into this country, or else frozen foreign tuna that has been 
shipped into this country and canned here. In any instance, the product is 
cheap tuna, sold in competition to the home-produced product produced in 
southern California by 100-percent union labor. 

The effects of this cheap foreign tuna is now being strongly felt by the entire 
southern California tuna industry. During the past vear there have been two 
tie-ups of the tuna clipper fleet. In each instance the cannery operators gave 
heavy inventories and slow-moving stock as the reason for not sending out the 
fleet. 

During September and October the Cannery Workers Union in San Diego 
struck the canneries for a 6-week period in order to gain certain contract de- 
mands. Here again the reason offered by the canners, in holding out against 
union demands, was that competition from Japanese tuna was cutting deeply 
into the home market and directly affecting sales of canned tuna. 

Tuna canneries in the San Diego area are today operating on a very limited 
basis, The tuna clippers presently spend an approximate 2 or 3 weeks in port, 
waiting te unload their fares. This is because the canneries are only operating 
at about 30 pereent of capacity, despite the fact that tuna is available on these 
clippers for full-scale operations and production. 
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Canned tuna comes into the Unied States under a 45 percent ad valorem tariff 
This rate has been in effect since the first of this vear, when it was raised from 
22's percent—the rate which prevailed since 1948 until the end of 1950, 

Frozen tuna comes into the United States duty-free. 

Since the major costs of a manufactured item are labor and raw materials, 
it is easily understandable why Japan can undersell the southern California 
product, despite the 45 percent tariff. 

For instance, labor in the Japanese tuna canneries is paid somewhere around 
40 cents for an 8-hour day. Tuna is bought by the Japanese cannery operators 
for $40 per ton. 

Contrast this to $310 per ton which southern California tuna cannery operators 
pay union fishermen, and to minimum wage scales of $1.50 per hour for women 
and $1.65 per hour for men in southern California tuna canneries, 

No matter what the tariff rate is on canned tuna, the Japanese canner can 
still dump his product on the United States market for less than it costs to 
produce in this country. 

The same holds true for tuna shipped into the United States in frozen form. 
It can be landed in any one of the major United States ports for far less than 
the southern California tuna cannery operators pay union fisherman for the 
same species of tuna. 

The tremendous flow of Japanese tuna into the United States, both canned 
and frozen, seriously endangers the economic standards of all union fishermen 
and cannery workers in southern California as well as their very jobs. 

Because it is absolutely impossible for southern California tuna cannery 
operators to compete wth this cheap foreign tuna, they are presently being 
foreed to cut back production in some of their plants. Thus cut-back means 
less work for union fishermen who would ordinarily work the year around 
bringing in their tuna fares for processing. 

It means less work for union cannery workers who would ordinarily process 
the tuna which the fisherman would bring in. 

It means an actual cut in annual earnings and the resultant lowering of their 
living standards. 

All this is being accomplished by the flow of cheap foreign tuna into the 
United States. Unless some action is takerf to prevent this tuna from coming 
into the United States in the great amounts which entered in 1950, some 14,000 
union orgenized cannery workers and fishermen in southern California face a 
complete destruction of their wage standards and economic conditions. 

It is realized by this organization that the tuna fisheries of Japan are im- 
portant to the well-being of that nation. It is also realized that these fisheries 
needed rebuilding after World War IL in order to feed the nation. 

However, these fisheries have been rebuilt to the point where Japan is again 
the leading commerical fishing nation in the world. They have been rebuilt 
to the point where the major part of their tuna catch is being dumped on the 
United States market. They have been rebuilt to the point where the Japanese 
fishesies seriously jeopardize the very existence of the southern California tuna 
industry. 

These are facts, and must be recognized as such. Are we so interested in 
rebuilding the Japanese fisheries that we are willing to sacrifice our own great 
tuna industry? Or are we interested in rebuilding the Japanese fisheries so 
that the Japanese people can be assured an adequate source of highly valuable 
protein food, such as fish? 

If the important tuna industry of southern California is to be saved from 
economic destruction and if the union fishermen and cannery workers are to 
be assured their rights to a livelihood under the conditions and wages that 
have been the result of 15 years of collective bargaining, then something besides 
a 45 percent ad valorem tariff must be initiated. 

It is the contention of this organization that this something be a limited, 
but flexible quota upon any and all canned or frozen tuna which enters this 
country from a foreign nation. In ether words, foreign tuna entering this coun 
try should be limited to such an extent that it will only supplement the catch 
and pack of the American fishermen and cannery workers. Thus, just as long 
as American labor and ingenuity can produce a great enough tuna pack to provide 
for the needs of the home market, foreign tuna should be excluded from this 
country. When this consumer demand cannot be fufilled by the home industry, 
then and then only should foreign tuna be allowed to enter this country. 
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I strongly urge that you give this request your deepest consideration and 
that you extend us all possible aid in establishing such a quota against foreign 
tuna, 


Very truly yours, 
JAMES. WAUGH, President. 


STATEMENT By J. T. SANDERS, LEGISLATIVE COUNSEL OF THE NATIONAL GRANGE 


The National Grange is in favor of reciprocal trade agreements in principle 
but have not been in favor of some of the policies governing our negotiations and 
decisions on trade agreements. These policies we believe have overemphasized 
trade expansion and foreign relations and have given too little recognition to 
the effects of the agreements on soundly established domestic industries. We 
believe that agriculture has been asked to bear a disproportionate share of 
past cuts. 

We also find fault with the method thus far used in negotiating trade agree- 
ments, in that Congress has practically abdicated its constitutional mandate 
to determine tariffs, and has delegated this authority to the President who in 
turn has given it to the State Department. We believe this is a definite mistake 
that should be corrected in our trade agreements policy. 

This does not mean that we recommend that Congress go back to the old 
log-rolling method of determination of tariffs, item by item. We believe that 
Congress should set out definite principles and limitations by which tariffs should 
be determined, and should provide positive means of determining, before negotia- 
tions begin, the limits of rates proposed for negotiation. If the State Department 
continues to negotiate these agreements under an over-all percentage limitation 
the effects will be that in reality Congress will not have anything whatever to 
do with the actual determination of specific classes of tariffs, which is an 
abrogation of its constitutional responsibility. 

Our endorsement of the renewal of the Reciprocal Trade Agreements Act under 
the above-mentioned safeguard is based on a recognition of the importance and 
service of agreements in the diplomatic or foreign policy field; the necessity of 
imports sufficient to balance our exports, and a recognition that comparative pro- 
duction advantages which different nations have should be the most important 
factor in most trade and tariff determinations. We believe, however, that it is 
very important that tariff adjustments not be made in utter (lisregard of their 
effects on well established industrial or agricultural enterprises. 

As a guide or set of principles for the renewal of the Trade Agreements Act and 
in the negotiation of agreements the Grange has formally approved and recom- 
mends to the Congress the following policies: 

(1) That tariffs he levied on and confined to those items which are substan- 
tially competitive with soundly established American production. 

(2) That the basis of rate making should be— 

(a) The difference in cost of production between home and abroad and con- 
fined to items which can be produced domestically on an economically sound 
basis, that is products in which we have some comparative economic advantage ; 

(b) The need to encourage production of strategie items; and 

(c) The need to maintain production of specific items in the interest of the 
general welfare and the maintenance of a balanced economy. 

(3) That in determining the tariff rates and the items on which they would 
apply, the Tariff Commission should take into consideration, among other fac- 
tors: 

(a) Natural advantages.—Items which can be produced abroad at much lower 
cost by reason of advantageous soil conditions, climatic conditions, transporta- 
tion conditions, cheaper sources of raw materials or other natural advantages 
should not be excluded by tariffs. 

(b) Standards of living—We should protect our producers from competition 
of products produced by workers engaged in any phase of production or market- 
ing, whose low standards of living as a consequence of exploited labor conditions 
have contributed to the low cost of the imported product, giving due consideration 
to the effect of such living standards upon the amount of output per person. 

(c) Diverse uses.—We should protect producers from low-cost products made 
possible by an abnormally high market for a portion of the product. (The sheep 
industry might be cited as an example of diverse uses. If the producers of Aus- 
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tralia enjoyed an abnormally high market for lamb or mutton, their cost of 
producing wool would be reduced, and the excess supply might drive selling 
prices to levels ruinous to our producers. Unless protected against such abnor- 
mally low wool prices, which might be artificial or might be merely temporary, 
American sheep production would fall off materially and the American peopl 
would pay higher prices for meat.) 

(dad) Temporary conditions.—We should protect producers from the effects 
of dumping surplus products on our markets at figures made possible by abnorma|! 
or unusual circumstances. 

(e) Continuity of supply.—Except in cases of abnormally low supply, wi 
should protect our producers against competition of products, the supply o! 
which may not be constant or not reliable in other respects. (Tree crops might 
be cited as an example. Foreign producers might be able to invade our markets 
for a few years at prices ruinous to our average producers, but unless there were 
reasonable likelihood of continuity of supply, American consumers might face 
scarcities and exorbitant prices if our orchards were destroyed and it took years 
to replace them. ) 

(f) Sudden injury to well-established industry.—We should not permit sudden 
change in imports which would cause serious injury of some industry without 
adequate opportunity for the owners and employees to make adjustments to pro- 
tect themselves. 

(g) Subsidized competition—We should protect American producers from 
competition made possible by subsidized or artificial advantages except, of course, 
in the case of such commodities as we cannot produce in sufficient volume for our 
needs at economically sound costs. 

(h) Domestic programs of price support for agricultural products.—We should 
avoid undermining any farm price support programs which the Congress sees fit 
to provide. 

(4) That the Congress empower the President to designate strategie items 
deemed necessary for self-continuance. We should encourage the production 
of such strategic items as the Congress or the President may from time to time 
determine, even at higher costs than we would have to pay for imports, in order 
that we might not find ourselves disastrously dependent on foreign supplies in 
time of war when such supplies might be cut off. Stockpiling of strategi 
materials should be encouraged and power given to the President to suspend 
tariffs for this purpose. 

In addition to the above formally adopted principles for guidance in tariff 
policies we think consideration should be given to the sociological and possibly 
political value of an industry. Agriculture is considered the seedbed of our 
population and as a general tendency our cities would “dry up” were it not fo: 
the flow of people from farms. The ownership of property and the independence 
of thought and action that prevails in farming tends to build a strong productive 
democracy. 

Tariffs should not be reduced much on products that are likely to be controlled 
by foreign cartels and monopolies. Also tariffs should be reduced first and mos! 
on items that are under some domestic monopoly control. 

Consideration should possibly be given to whether or not imports from a 
foreign nation reduces the supply of foods and other essential items of the com 
mon people of that nation in order to help the upper class live in the luxury of 
American goods. 

An excess of imports over exports may at times occur from tariff reductions 
and at certain times, such as now, that is desirable, but at other times such a 
situation could cause or aggravate a depression. Our tariff policy should defin« 
a policy on this matter in line with our national welfare . 

The tariff policy should state when and under what conditions tariff conces 
sions in conflict with the above principles could be ignored for reasons of foreign 
relations. 

In addition to the above set of principles which we recommend should be set 
forth by Congress for guidance in the negotiation of agreements the Grange ha 
formally proposed and adopted the following additional amendments : 

“(1) That all proposed agreements be carefully analyzed by the Tariff ¢ 
mission to ascertain the extent to which proposed changes in tariffs endanger 
essential and economically sound American industries and to so inform tl 
President and the Congress. 

“(2) That since these agreements are in fact treaties they be required to have 
the ratification of the United States Senate before becoming effective.” 


m 





. 
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The National Grange stands firmly behind a price-support policy for agricul- 
ture that will raise the general level of domestic agricultural prices above the 
jevels determined in unsupported markets. This in all cases probably means 
domestic prices that are above world prices. If such price-support programs are 
made effective, measures must be adopted to prevent foreign producers of these 
price supported products from shipping products in at support levels thus re- 
ducing the benetits of price support to American farmers and spreading price- 
support benefits to foreign interests. These results cannot be permitted and it 
is claimed by some that price Supports should not be in conflict with trade agree- 
ments. 

Farmers have insisted on maintaining section 22 of the 1938 Farm Act which 
ealls for the exclusion of imports of price supported products if the Secretary 
of Agriculture finds that such imports are impairing price supports. 

This program of exclusion of foreign products is criticized on two counts: 
first, that price supports implemented by Government purchases of surpluses 
amount to export subsidies in that the Government must sell products bought 
at a high price to export markets for a lower price than the purchase price, 
thus practicing “dumping”; second, that such practices in reality nullify the 
trade agreements at least in spirit if not specifically. 

The National Grange is proposing a two-price system operated in such a way 
that these criticisms would be, we believe, much less justified. In the first place 
our proposal is that farmers should be required to sell the export or the domestic 
surplus portion of their crops at world prices and at surplus use prices if sold 
domestically, and not at the support price. If exports are moved only at these 
surplus or world-market prices the claim of a subsidy to exports and the com- 
plaint of dumping are, we believe, unjustified. 

In the second place our program calls for all imports of price supported 
pralucts to be sold for surplus uses only and at the same price American farmers 
receive for the surplus portion of their crops. In other words all imports of 
price supported products would be used only in domestic surplus uses at surplus 
prices, and would noth be allowed to move into price protected uses and markets. 
This means that imports will not be discriminated against by domestic surplus 
products and will receive identical treatment, but will not receive the special 
advantage accruing to the domestic price supported markets. An importing 
country could and should be allowed to operate a similar two-price system 
in reverse protecting its domestic production markets from the lower-price 
market of the imported portions of their requirements. 

By means of such a price-support program the conflict between these pro- 
grams and the reciprocal trade agreements could be to all effects eliminated 
and tariffs could be reduced without interfering with domestic price-support 
programs, 

We hope that a comprehensive and sound trade policy recognizing the points 
listed above and possibly others is developed by this Congress as a guide to 
executive agencies in tariff negotiations. The enactment of H. R. 1612 which 
simply extends the “cut the tariffs anywhere” policy is likely to cause unfor- 
tunate damage to producers and the national welfare. 

We believe, if all these points are considered, that agriculture which con- 
tributes only one-third of our export trade will not have to take, as it has under 
previous trade treaties, about half of the concessions made in the reciprocal- 
trade negotiations. The present law which is devoid of a policy lends itself to 
arbitrary and pressure-conscious tariff making. After a sound tariff policy has 
been developed, the Congress should set up tariff-making machinery designed to 
bring about a tariff schedule in line with the principle it has laid down. 

We feel that Congress should be provided with enough facts to determine 
whether or not its policy is being followed in the tariff negotiations and if it 
isn’t, the Congress should maintain its power to disapprove them. The Constitu- 
tion places the responsibility for tariff making upon the Congress even though 
tariff negotiating is a matter of foreign affairs under the President. 

We would like to see a small independent Tariff Policy Commission set up 
to determine what our tariff schedules should be, based on the policy laid down 
by Congress, and what tariff concession we should ask from other countries for 
the cuts we make. This Commission would hold hearings at which Government 
agencies as well as producer groups would appear to present their facts, view- 
point, and arguments. The Commission would also hear producers under the 
so-called escape clause and grant protection from imports where justified by 
the facts and the established tariff policy. The present Tariff Commission is a 
fact-finding body and is not designed to act in a policy-interpreting and quasi- 
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judicial capacity. The proposed Tariff Policy Commission would be very muc!: 
like a court. The State Department, which is in charge of our foreign affairs, 
would have to negotiate reciprocal trade agreements within the schedules set 
by the Tariff Policy Commission. The Commission would report its tariff 
schedule to the Congress on a highly confidential basis and unless changed within 
30 days would be considered final for the purpose of the forthcoming trade 
negotiations, 

If this new tariff-making procedure is not feasible at this time, we ask that 
the peril-point provision or something like it be enacted. We do not like severa! 
aspects of the old peril-point provision, especially the one which takes the 
Tariff Commission off the Interagency Committee. The Tariff Commission 
should present all its facts at the time the proposed tariff cuts are being con 
sidered. Also, we feel that it is not wise to require the peril points on all the 
commodities to be published if a tariff is cut below one of them. It might create 
vested interest by industries in such peril points even though they are only fo 
the current period, and, also, they would be in effect notices of maximum taril! 
reduction points to foreign countries and in this way would be handicaps in 
our trade negotiations with the other nations. 


Brier OF THE NETTING MANUFACTURERS OF THE UNITED STATES 


We respectfully submit this brief on behalf of the fish netting and net manu 
facturers of the United States in opposition to a further extension of the Trade 
Agreements Act of 1934. 

The original Trade Agreements Act has been from time to time extended and 
from time to time become involved with so-called saving clauses, such as thie 
escape clause, peril points, etc., none of which have proven effective until«we 
have now virtually the original act which it is proposed shall be extended for 3 
years. With the proposal of the original act we had assurance not only from 
its administration proponents but from the preamble of the act itself (attached 
as exhibit 1 hereto) that the exercise of the powers granted under this act would 
result in “overcoming domestic unemployment,” “increasing purchasing power 
of the American public,” “and maintaining a better relationship among various 
branches of American agriculture, industry, mining, and commerce.” These are 
but a few promises that were originally made and repeated by Government offi- 
cials at each renewal of the act. That it has not done this, we think, is patent 
to everyone. The fact that it has not done otherwise we think is largely, if not 
entirely, due to the abnormal period over which it has operated. 

At the time of the passage of the original act and when the first reductions 
in tariff duties were made under it, the United States was in the midst of one 
of its worst depressions; in other words, we were in a buyer’s market when 
little was being bought and there was more domestic merchandise available 
than we had a market for. Hence there was no need for imports. On September 
1, 1939, World War II started in Europe and shortly thereafter we staried 
manufacturing for Europe and preparation for our entry therein. This imme- 
diately changed the economy of the United States from one of depression to 
prosperity, from a buyer's market to a seller’s market and because of the war 
made any appreciable volume of imports impossible. Because of many factors, 
such as aid to Europe, maintenance of armies of occupation, the Marshall plan, 
and so forth, the seller’s market continued right down to the revaluation of 
foreign currencies in the spring of 1950. With the revaluation of foreign currency 
and the reduction of rates of duty in the Tariff Act of 1930, many of them 
as much as 75 percent, the first opportunity was had to honestly appraise the 
result and the effect of the operation of the trade agreement policy. In the 
period of April to November 1950, imports into the United States rose from 
(April) 583.3 million dollars to (October) 921.0 million dollars, i. e., almost 
double. Then came the Korean episode which threw us again into a wartime 
status with its resulting economic stimulus. This has continued to date and 
is being daily augmented by war contracts. With our present policy of rearma- 
ment it bids fair to continue indefinitely. 

In the light of the foregoing, there would seem to be no possible justification 
at this time for the extension of the Trade Agreements Act and a longer 
experiment in the reduction of our tariff protection at least until we have had 
a period of normaley when we can appraise either the benefits or the damage 
that may have been done. 

Even with the devaluation of currency in practically every industrial country 
with which we compete, the cost of 1 hour's labor in the United States will buy 
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labor of equal skill in foreign countries varying between 4 and 12 hours, depend- 
ing upon the country. On this premise alone it would seem almost absurd to 
contend that we need further to reduce our tariffs in order that our foreign 
competitors may compete with our domestic producers in our own home market. 

We have carefully read the arguments that have been advanced both pro 
and con at the hearings before the committees of Congress when this bill was 
enacted, and, on each renewal, public officials, American manufacturers, 
trade representatives, labor, economists and lawyers have all appeared at one 
time or another to give warning of the effect that this trade agreement policy 
will have upon the United States. All of this is of record and undoubtedly 
known to the committee. As to none of these predictions or warnings has there 
been an opportunity to appraise its value since, outside the brief period April 
to November 1950, which we have mentioned, have we had the slightest degree 
of normal economy. 


TRADE AGREEMENTS ACT UNCONSTITUTIONAL 


We feel that no useful purpose would be served by repeating or reviewing the 
objections that have been made to it at the time of its enactment and at the time 
of each renewal. 

However, we do feel that it is inimical in the form of government which our 
forefathers gave us to have in our laws a statute which on no less an authority 
than the Honorable James M. Beck is believed to be unconstitutional. Moreover, 
with the enactment of the Trade Agreements Act there was inserted (sec. 2 (a)) 
the provision: “The provisions of sections 336 and 516 (b) of the Tariff Act of 
1930 shall not apply to any article with respect to the importation of which into 
the United States a foreign trade agreement has been concluded pursuant to this 
act, or to any provision of any such agreement.” By the quoted provision it is 
made impossible for any interested party to test the constitutionality of this act. 
Litigation of this type has been tried and it was held by the United States 
Court of Customs and Patent Appeals that no remedy exists (T. D. 40204, 25 
U.S. Ct. Cust. and Pat. Appls. 195). 

Regardless of what the administration has elected to call them, every agree- 
ment negotiated under this act is in fact a treaty between the United States and 
a foreign nation. 

Our Constitution requires that treaties with foreign nations be negotiated by 
the President and ratified by a two-thirds vote of the Senate. 

“The President * * * shall have power, by and with the advice and con- 
sent of the Senate, to make treaties, provided two-thirds of the Senators present 
concur; * * *” (art. II, sec. 2). 

To date, all so-called trade agreements have been negotiated in our State 
Department behind closed doors and the contents have never been submitted to 
the Senate or to the Congress, nor have they ever been disclosed to the public, 
until after the agreement was consummated. 

tach and every one of these actual treaties has reduced tariff rates on articles 
and commodities when imported into the United States. Under our Constitution 
the right to impose import and export restrictions is expressly reserved to the 
Congress as is the right to regulate interstate and foreign commerce: 

“The Congress shall have power to lay and collect taxes, duties, imposts, and 
excises, to pay the debts and provide for the common defense and general welfare 
of the United States; * * *, 

o e * 7 * * a 

“To regulate commerce with foreign nations, and among the several States, 
and with the Indian tribes” (art. I, see. 8). 

Our Constitution also expressly says that all legislation which provides rev- 
enue must originate in the House of Representatives : 

“All bills for raising revenue shall originate in the House of Representatives ; 
but the Senate may propose or concur with amendments as on other bills.” 

Up until 1934, the raising and lowering of tariffs, since the very First Congress, 
has been recognized as revenue legislation. Yet the House of Representatives 
has not seen nor had an opportunity to pass upon a single one of the agreements 
which have been negotiated and put in force. Call them what anyone will— 
agreements, treaties, or negotiations—the incontrovertible fact remains that they 
are revenue measures, United States revenue measures. 

We feel that it is the inherent right of every American citizen to test in our 
courts the constitutionality of any act of the legislature which he believes to 
be unduly burdensome. We strongly urge, therefor, that if the Trade Agree- 
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ments Act is not allowed to expire, any act which extends its operation repeal! 
the provision above quoted which denies to the American citizen the right o! 
review which Congress gave him in sections 336 and 516 (b) of the Tariff Ac 
of 1930. 

SUMMARY 


(1) Because of the abnormal economic conditions existing since its enact 
ment, there has been no opportunity to observe the effect of the reductions in 
tariff rates in the agreements negotiated thereunder. For this reason we believ: 
that the act should be allowed to expire for a period which would permit a study 
of its effect on our present-day economy. 

(2) The Trade Agreements Act being an illegal delegation of power by th: 
legislature to a Government agency is unconstitutional. The remedy afforded 
the American citizen in sections 336 and 516 (b) in the Tariff Act of 1930 should 
be reinstated. 

(3) The existing so-called safeguards such as the escape clause and the forme 
peril-point provision, having proven wholly inadequate as a remedy agains! 
injury to American industry, in the event of an extension of the act there should 
be included adequate workable means for an injured party to obtain redress 

Respectfully submitted. 

Fisu Nev & TWINeE Co., 
Jersey Citu, N. J. 
R. J. Everer Co., 
Chicago, Ill. 
A. M. Starr Ner Co., 
Fast Hampton, Conn. 
THE LINEN THREAD Co., 
Paterson 1, N. J. 
By Joun G. Lercn, 
Attorney, Lamb & Lerch, 25 Broadway, New York 4, N. Y. 
JANUARY 1951. 


EXHIBIT I 


“Sec. 350. (a) For the purpose of expanding foreign markets for the products 
of the United States (as a means of assisting in the present emergency in re 
storing the American standard of living, in overcoming domestic unemployment 
and the present economic depression, in increasing the purchasing power of the 
American public, and in establishing and maintaining a better relationship 
among various branches of American agriculture, industry, mining, and com 
inerce) by regulating the admission of foreign goods into the United States i: 
accordance with the characteristics and needs of various branches of American 
production so that foreign markets will be made available to those branches of 
American production which require and are capable of developing such outlets 
by affording corresponding market opportunities for foreign products in the 
United States, the President, whenever he finds as a fact that any existing 
duties or other import restrictions of the United States or any foreign country 
are unduly burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means hereinafter 
specified, is authorized from time to time— 

* * > * * * * 


STATEMENT OF THE NATIONAL CoUNCIL OF Jewrst WoMEN IN Support oF EXxTeN- 
SION OF THE RectrprocaL TRADE AGREEMENTS AcT, SUBMITTED TO House Ways 
AND MEANS CoMMITTEE, JANUARY 26, 1951 


The National Council of Jewish Women has supported the Trade Agreements 
Act since it was first passed by Congress in 1934. At its triennial convention, 
November 1949, the delegates representing the 90,000 members of the Nationa! 
Council of Jewish Women, reaffirmed their support of a resolution on inter 
national trade which expresses their belief in the importance of international 
trade to the economic stability of the world; 

Whereas an expanding world trade is essential to maintain economie stability 
and raise living standards throughout the world; and 

Whereas the United States is in a position to give leadership toward the 
achievement of that objective: Therefore be it 





EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 597 


Resolved, That the National Council of Jewish Women support the progressive 
reduction of tariffs by the United States on a reciprocal basis; and be it further 

Resolved, That the National Council of Jewish Women urge the United States 
Government to undertake international agreements designed to lower or re- 
move trade barriers, 

The Reciprocal Trade Agreements Act is scheduled to expire on June 12, 1951. 
It is urgent that it be extended beyond the termination date. This program has 
greatly benefited the economy of the United States and many other nations by 
expanding world trade beyond anything that could have been achieved unilater- 
ally. 

The Trade Agreements Act has become a fundamental part of the United 
States foreign policy which has as its goal the establishment of conditions 
throughout the world that will make for peace and security. 

With the need to extend the act, the question of the so-called peril-point 
amendment has again been raised. There is no more necessity for this amend- 
ment now than in the past and it remains our considered opinion that the peril- 
point amendment will harm rather than benefit trade between the United States 
and other countries. 

So long as the trade agreements contain the escape clause there is no need 
for the peril-point provision. Should an excessive tariff reduction be made in 
any instance which results in a serious injury to the industry involved, it is 
possible through the escape clause to correct the situation. 

On the other hand, the peril-point provision would eliminate the flexibility 
which is so necessary to the successful negotiation of trade agreements and 
would draw hard and fast lines before any problem arose. 

What has happened to the world in the last 30 years has proved beyond 
doubt that no country, no matter how powerful, can isolate itself from the 
world. The foreign policy of the United States, economically and politically, 
is based on this conviction. The Reciprocal Trade Agreements Act is an im- 
portant part of this total policy which aims at cooperating with all nations 
for the good of all. Just because of its prosperity and high standard of living, 
the United States has more to lose than any other nation by a failure of this 
cooperation. The National Council of Jewish Women urges this committee to 
recommend to the full Congress the extension for 3 years of the Reciprocal Trade 
Agreements Act in order to strengthen the efforts of this country to establish 
peace and prosperity. 


Untrep TexTILe WorKERS OF AMERICA, 
Washington 5 D. C., January 18, 1951. 
Hon. Roperr DovucuTon, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

Dear Mr. Doventron: We are submitting for consideration by your com- 
mittee two resolutions which elaborate the position of the United Textile Workers 
of America (AFL) toward the Reciprocal Trade Agreements Act and the ex- 
tension of that act. 

The first resolution was adopted by the eleventh biennial convention of the 
United Textile Workers of America in New York City on June 22, 1950. This 
resolution not only gives support to the reciprocal trade agreements program 
on economic grounds but asserts it is “part of our general national policy of 
political and economic cooperation with the democratic forces of the world to 
combat all forms of totalitarianism.” 

The second resolution was adopted by the executive council of the United 
Textile Workers of America (AFL) on January 13, 1951, in Washington, D. C. 
This resolution urges that the Reciprocal Trade Agreements Act be extended 
for another 3 years even though we know that the task of pushing trade bar- 
riers down has been eminently more difficult by the present world situation. We 
should keep the act on the statute books to protect the valuable gains made 
under it to date. It will also act as a symbol, both to our own people and the 
peoples of the world, of our good intentions and high resolve to cooperate with 
all people of good will in basic economic matters. It will also enable us, if and 
when the world returns to more normal times, to extend the gains made undet 
the program and free the international channels of trade of all the impediments 
and obstacles which threaten reasonable and fair economic relationships. 
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The facilitation of world trade not only helps bolster the economies of foreign 
countries and therefore acts as a bulwark against communism but has a favo: 
able reaction upon the American economy as well. As world trade increase, 
and foreign economies improve, other countries become better able to buy Ame 
can products. In turn, more jobs are provided for American workers and addi 
tional markets for American businessmen and farmers. 

We believe that, in these troubled times, it is more necessary than ever that 
goal of keeping open the channels of trade between the free countries be ke: 
before the eyes of all the world. 

Very sincerely yours, 
BENJAMIN HASKEL, 
Director, Research and Educational Department, 


RESOLUTION ADOPTED BY THE ELEVENTH BIENNIAL CONVENTION, Untrep TeXrr 
WorKEeRS OF America, AFL, JuNr 22, 1950 


RECIPROCAL TRADE PROGRAM 


Relatively full employment and high wage standards are dependent, funda 
mentally, on a high level of general industrial activity in the Nation because 
this means more and better customers among American workers for American 
products, including American textile products. For the full development otf 
such a high level of industrial activity and employment, it is essential that two 
way international commerce be expanded. 

The reciprocal trade program is contributing to such trade expansion by redu 
ing or removing unnecessary and artilicial tariff and other trade barriers, both 
foreign and American. This is important because the United States economy 
needs imports (1) to supply necessary raw materials for United States indus 
tries as well as goods for United States consumers; and (2) because foreig: 
customers for United States products, including United States textiles, can get 
American dollars with which to pay for those United States products only by) 
selling their own goods and services in the United States market. The reciprocal 
trade agreements program makes these sales easier. 

The reciprocal trade program is part of our general national policy of politica! 
and economic cooperation with the democratic forces of the world to combat al! 
forms of totalitarianism and all menaces to the peace and political and economi 
stability of our democratic allies. The Marshall plan, the North Atlantic Pact, the 
point-4+ program, the military-aid program, and the reciprocal-trade-agreements 
program are all part of this American foreign-policy counterattack against 
Soviet Communist imperialism and its menace to peace and freedom, 

During the 1920's protective tariffs, which were at their biggest point in the 
history of this Nation, failed to provide regular employment or high wages for 
American textile workers. Similarly, these high barriers did not make jobs or 
maintain wages for our textile workers pack in the depression days of the 1930's. 
It has been American efficiency and know-how which have enabled America: 
producers to compete in the world market against goods from foreign countries, 
when people in the world market can get the dollars to pay for American goods 
On the other hand, high tariffs have raised the living costs of American con- 
sumers. This tends to reduce the ability of American workers to buy American 
goods, including American textiles. 

Tariff reductions under the reciprocal-trade-agreements program are mad 
With care and moderation and only after exhaustive study by trade experts and 
after opportunity for interested persons to state their views. In the 16 years 
during which this program has been carried on it has not brought about any 
flood of imports of any commodities. In 1949, notwithstanding the vari 
tariff reductions in different types of textiles, under trade agreements since 19:4, 
total United States imports of textiles were ridiculously insignificant by cor 
parison with the vast size of our domestic production. In fact, since the develop 
ment of the program, the American textile industry has crown very prospe! 
jobs have been more steady, and wages for textile workers have reached thei! 
highest levels in our history. 

Therefore, the eleventh biennial convention of the United Textile Workers o! 
America gives its support to our Government’s reciprocal-trade agreements p! 
gram and urges that it be pushed with vigor, unimpeded by partisan politica! 
obstacles and the sordid pressure of special interests. 
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RESOLUTION AbDOPIED BY THE Executive Council, UNrrep TeExTILE WorRKERS OF 
America—AFL, JaANvary 13, 1951 


EXTENSION OF RECIPROCAL TRADE ACT 


In the past 15 years the United States has been fairly successful, despite innu- 
merable obstacles, in pulling down tariff barriers and other obstacles to the free 
flow of commerce throughout the world by means of the powers of negotiation 
and agreement granted by the Reciprocal Trade Act, of which former Secretary 
Hull was the sponsor and father. Last year Congress failed to renew this act 
for more than 1 year because of the pressure of high-tariff, protectionist Repub- 
licans who hoped to destroy the act’s effectiveness. The result is that the act is 
due to expire this June unless Congress does something about it. 

The United Textile Workers of America calls upon all Members of the Eighty- 
second Congress to support the extension for the usual 3-year period of the Recip- 
rocal Trade Agreements Act. We know that the task of pushing trade barriers 
down has been made eminently more difficult by the present critical world situa- 
tion. However, it is obvious that we must keep the act intact on the statute 
books so as to protect the gains won under it and to utilize it when and if the 
world returns to more normal times. 


COMMERCE AND INDUSTRY ASSOCIATION OF New York, INc., 
New York 7, N. Y., January 25, 1951, 
Reference H, R. 1612. 


Hon. Rosert L, Doventon, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN DoUuGHTON: We wish to go on record in support of the 
proposed legislation now before the Committee on Ways and Means providing 
for a 3-year extension of the Reciprocal Trade Agreements Act, from June 
12, 1951. 

This association has consistently supported the reciprocal trade agreements 
program, recognizing its value in stabilizing and strengthening our country’s 
commercial relations with other trading nations. This program represents a 
significant factor in the American economic way of life, and has contributed sub- 
stantially to a higher standard of living and level of employment throughout 
the world. 

The formulation of the general agreement on tariffs and trade, and partici- 
pation in the Annecy and Torquay conferences under the sponsorship of GATT 
continue to make a valuable contribution to the development of world trade and 
the reduction of restrictive barriers to international commerce. The construc- 
tive results of these negotiations would have been impossible without the anu- 
thority granted by the Reciprocal Trade Agreements Act, and in themselves 
justify renewal of this legislation to permit further progress in the same 
direction. 

We believe this legislation merits the full support of all who recognize the im- 
portance of a prosperous, active international trade to the peace and security 
of the world. 

Very truly yours, 
Joseru A. SINcLAtIrR, Secretary. 


Leap Penci. MANUFACTURERS ASSOCIATIONS, INC., 
New York 17, N. ¥., January 25, 1951. 
Subject : Trade Agreements Extension Act of 1951, H. R. 1612. 
Hon. R. L. Doventon, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


(Attention Mr. Charles W. Davis, clerk.) 

Dear Str: The Lead Pencil Manufacturers Association, Inc., whose members 
(membership list attached) account for at least 95 percent of the United States 
production of wood-cased lead pencils, submit this brief for consideration by your 
committee: 
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1. At this time we do not oppose extension of the Trade Agreements Act as 
proposed in House bill No. 1612. 

2. In view of the many urgent and important matters pending before your 
committee, we do not request appearance at the public hearings now being heli 
by your committee on this bill. 

3. We shall oppose any further tariff reductions on products of this industry 
in detail if they are later proposed for negotiation with any country. . 

In periods of favorable manufacturing and export conditions in such countries 
as Western Germany, Czechoslovakia, and Japan, this industry is extremely 
vulnerable to their competition. We believe that this industry and others simi- 
larly vulnerable should be safeguarded by tariff legislation and schedules agains! 
ruinous competition and should have, under any tariff legislation, provision for 
appeal against unduly low rates of duty and/or a provision limiting the volume 
of imports from any country where it is found upon proper investigation by the 
Tariff Commission or other agency that such imports are destructive to any 
segment of the industry. 

Respectfully submitted. 

LEAD PENCIL MANUFACTURERS ASSOCIATION, INC. 
By SaMvet BiumsBene, Secretary. 


MEMBERS OF LEAD PENCIL MANUFACTURERS ASSOCIATION, INC, 


American Lead Pencil Co., 500 Willow General! Pencil Co., 67 Fleet Street, Jer 
Avenue, Hoboken, N. J. sey City, N. J. 
Richard Best Pencil Co., Inc., 211 Moun- L. & C. Hardtmuth Co. (Koh-I-Noor 
tain Avenue, Springtield, N. J. pencil factory), Bloomsbury, N. J. 
Blaisdell Pencil Co., 141 Berkley Street, Linton Pencil Co., Lewisburg, Tenn. 
Philadelphia 44, Pa. Mallard Pencil Co., Georgetown, Ky. 
Commonwealth Pencil Co., Shelbyville, Musgrave Pencil Co., Shelbyville, Tenn. 
Tenn. National Pencil Co., Shelbyville, Tenn. 
Joseph Dixon Crucible Co., 167 Wayne Red Cedar Pencil Co., Lewisburg, Tenn. 
Street, Jersey City, N. J. Reliance Pencil Corp., 22 South Sixth 
Eagle Pencil Co., 708 East Thirteenth Avenue, Mount Vernon, N. Y. 
Street, New York, N. Y. Wallace Pencil Co., Maplewood Branch 
Empire Pencil Co. (mailing address: Post Office, St. Louis, Mo. 
Hassenfeld Bros., Inc., Pawtucket, Hassenfeld Bros., Inc., Pawtucket, R. I. 
a8 
Eberhard Faber Pencil Co., 100 East 
Forty-second Street, New York, N. Y. 


Tre ASSOCIATED FISHING TACKLE MANUFACTURERS, 
Washington, D. C., January 26, 1951. 
Congressman Rosert L. DovGnurton, 
Chairman, House Committee on Ways and Means, 
Old House Office Building, Washington 25, D.C. 

Dear Str: The Associated Fishing Tackle Manufacturers is composed of 101 
manufacturers, who make approximately 85 percent of the domestic fishing tackle. 
Our members employ between 20,000 and 25,000 workers in cities and small towns 
from coast to coast. 

The Associated Fishing Tackle Manufacturers desire to preface their statement 
concerning the trade agreements with the affirmation that they do not now and 
will not ever fear clean competition. The industry has, through intense and fre 
quently very costly advancement, established itself in the domestic market as « 
producer of fine equipment. It has spent millions of dollars in research and 
experimentation to furnish the sportsmen and the commercial fishermen witt 
new and better products. 

As one example, we have developed fishing rods made of glass and glass fiber, 
in many respects the equal of fine bamboo rods. That development was not by 
accident, but by concentration on the problem over a period of years and the 
expenditure of many hundreds of thousands of dollars. 

Now, as stated, we are not afraid of good clean competition, in rods, reels, o! 
in any other item of tackle. But this is what happens: After working long 
and expensivety to give the fisherman something new and better and getting tha 
item on the market through advertising and good merchandising, we find that it is 


easily picked up and imitated by some low-labor-cost country which proceeds to 
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take advantage of our methods, our research, our advertising, and even of our 
machinery and expert know-how. 

We firmly believe that we are entitled to adequate tariff protection from the 
unfair methods of foreign competitors. We cannot hold our own, no matter 
how good our product, if foreign producers have our machinery, our know-how, 
and the advantage of extremely low labor costs, Government subsidization, cartel 
selling, or any of the other features that assist them to consistently undersell us. 
There was a time when our manufacturers had some faith in the efforts of those 
who went abroad to negotiate about our tariffs. However, we have discovered 
that apparently no effort was made to establish a minimum below which it was 
not safe to reduce tariffs. State Department witnesses before congressional 
committees have testified that it was impossible for the Tariff Commission or 
anyone else to foresee what rate of duty would allow the maximum amount of 
foreign trade without injuring a domestic producer. They said that an attempt 
to do so would hamstring the progrm—that it could not be done in time and that 
the very thought of peril points was an attempt to sabotage the trade program. 

And so we are worried. We are inclined to strenuously oppose the whole pro- 
cram if there are to be no adequate safeguards to American industry. We are 
not inclined to supinely submit to the vagaries of chance. We see no logical 
reason why the stalf of the best-qualified agency in the United States should not 
seriously study and report to the President on what, in their opinion, their expert 
opinion, the danger point might be. 

Our own Secretary of State in his testimony before the Ways and Means 
Committee a few days ago intimated that it was foolish to ask the Tariff Com- 
mission to definitely set the exact point at which injury would occur. He 
even used the term “guarantee.” Mr. Acheson can be forgiven for not being fully 
acquainted with the original meaning and purpose of the peril-point plan—we 
hope he was not kidding the committee on the matter. 

If it is foolish to ask the Tariff Commission to set a peril point, who in the name 
of good government should we ask to do it? The State Department, whose prime 
and avowed purpose is to get as many imports as can be induced to come in? 
No, we think not. Nor do we think any of the other various departments are as 
adequately staffed or trained to do that work as the Tariff Commission. 

If we are informed correctly, the Tariff Commission is empowered to call upon 
all other Government agencies to obtain the information it needs to make a fair 
and reasonable decision on the matter. It is the coordinating agency, and we 
express here and now our confidence in its ability to do the best possible job. 

We have tried, we have failed, to find out how the negotiators operate. We 
have been told that the President directs the Trade Agreements Committee to 
vather the information on each commodity announced as the basis for negotia- 
tions. Then, although we are not entirely clear on the subject, it seems that the 
State Department submits a list of items on which they intend to negotiate, to the 
President with a statement as to what the maximum cut on each product will be. 
Now, this rumor, if correct, blasts every argument we have heard that it is 
impossible to set such a maximum cut or minimum rate, unless that minimum 
rate has no connection with possible injury to domestic producers. Mr. Will 
Clayton, formerly closely identified with this program, testified before the Senate 
Finance Committee that “calculated risks’ were taken with domestic industries. 
We do not like that—but even a calculated risk is calculated, and that calculation 
must be based upon some rate of duty which seems more or less safe. 

We are constantly reminded that it is not the intention of our negotiators to 
reduce tariffs to the point where an industry is injured. We are not questioning 
the sincerity of those statements, but ours is not the only industry that has been 
forced to wonder a little about it. 

First of all, who are our negotiators? No doubt they are well-educated, suave, 
hard-working individuals who have had some experience in foreign affairs. If 
(hey are as clever in their negotiating as they are in avoiding domestic producers 
working to protect their respective interests, then we may put them down as 
experts. We realize that we are allowed to go before a committee and present our 
case, but that has become somewhat of a joke in industry, since we discovered 
that most members of the panels are just interested in spectators who make no 
reports, are not consulted, or permitted to participate in the final negotiations. 

With all of the diplomatic education and experience of those who go abroad 
to trade with our tariffs, how many of them ever faced the problems of the maker 
of fishing tackle, how many of them ever worked in a factory, or as a salesman, 
or a manager? We hope that some of them have found time to indulge in an 
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oceasional fishing excursion—but that is not sufficient to give them an insight 
into the problems and trials and tribulations that beset a producer of tackle. 

How are they te knew how low they can reduce a rate of duty without forcing 
a domestic producer to curtail his output and lay off his workers? When they 
sit nround the table with representatives of foreign countries do they have in 
mind an irreducible minimum below which they will not cut a rate of duty? Do 
they just haggle a whilt and take the best deal they can get regardless of the 
minimum’? Industry wants te know. Labor wants to know. The producers of 
fishing tackle want to know—and we cannot find out. 

If no point is set for a minimum tariff, the risk Mr. Clayton said he took with 
domestic industry is net even calculated. You cannot take a “calculated risk” 
with no calculation. Our industry is subject to quick injury. Most items of 
fishing tackle can be shipped by air and advance warning of their arrival cannot 
be forecast. If no minimum point is set—if someone does not figure how low 
a tariff rate can be without injury to us—then we do indeed run a big risk, 
and that without much calculation. 

We have sifted and analyzed the so-called reasons why some have opposed 
the peril point program. We find them without foundation. Mr. Willard Thorp 
testified before the Ways and Means Committee in 1949 that there would be 
some pressure on the President to observe the peril points, but he admitted 
candidly that the pressure would be that of public opinion and only that. We 
cannot find a logical excuse for opposing the peril points—we find a number for 
sustaining them. 

The fishing-tackle industry is further interested in a reasonable escape clause, 
We do not feel that there is ag adequate escape clause in the present agreements. 
Its requirements are unreasonable and do not offer in the real sense any avenue 
of escape. 

The requirement that the specific concessions made must be the direct cause 
of the injury complained about is not adequate. If imports are injuring a 
domestic industry, what difference does it make to the producer being injured 
whether the injury is the direct result of the concession. 

Injury is injury no matter what the source, and assistance should be forth- 
coming regardless of the cause. The Government should be prepared to mitigate 
the damage if it comes from abroad if we are to maintain our stricter laws and 
our higher standards of living. 

Furthermore, the requirement that a producer must prove that the injury 
was not foreseen by the President is redundant and demagogic on its face. The 
President and his predecessor in office promised faithfully they would make no 
concession that would result in injury. We can see no reason why a burden 
of proof be placed on an appellant to show that circumstances had occurred 
which the President had not foreseen. 

Industry is not happy about the expense and difficulty of proving anything 
under the present escape clause, especially when the long list of appeals made 
is scanned and almost 100 percent failures noted. 

We, therefore, strongly urge, first, the adoption of an adquate peril point 
program and, second, the adoption of a real escape clause in all future and all 
existing agreements... Without these safeguards we do not feel that H. R. 1612 
is in the best interests of the United States. 

Your consideration of these views are respectfully requested. 

Very truly yours, 
THe ASSOCIATED FISHING TACKLE MANUFACTURERS, 
Joun M. Hotes, Secretary-Treasurer. 


STATEMENT SUBMITTED BY THE AMERICAN ASSOCIATION OF UNIVERSITY WOMEN ON 
BEHALF oF A THREE-YRPAR EXTENSION OF THE RecIPROCAL TRADE AGREEMENTS 
Act Wrrnuout RESTRICTIVE AMENDMENTS 


The American Association of University Women supports the 3-year extension 
of the Reciprocal Trade Agreements Act without crippling amendments, such as 
setting peril points below which tariffs could not be cut in tariff negotiations. 
We believe that the renewal of the act for 3 years, rather than for a shorter 
period, will give greater assurance abroad and is one of the key tests of the inten- 
tion of the United States to carry through the job which it has started, to do our 
part in laying the groundwork for a peaceful, free world. At the present time 
when inflation is a serious threat and the crying need is for expanded production 
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in defense mobilization, the urgency for extending the act is painfully obvious. 
Failure to renew the act at this time could only be construed abroad as a nega- 
tion of the fundamental principles the United States has been enunciating to 
the friends of freedom and democracy. 

On the basis of their intensive study of international affairs, members of the 
American Association of University Women have long been on record in support 
of the basic principles of the reciprocal trade agreements program. Prior to 
World War II, the program contributed materially to a closer approach to 
equilibrium in the United States balance of payments and had some influence in 
stemming the world trend toward ever-higher trade barriers and more direct 
governmental controls in international trade. These results were achieved by 
preventing the adoption by the United States of formal bilateralism; by 
reducing our tariffs moderately: and by revitalizing the principles of equality 
of treatment. The favorable effects of the program were aécomplished within 
the framework of a comparatively free market mechanism, organized to a con- 
siderable extent on the basis of competitive decision and private initiative. More- 
over, no industry in the United States has suffered seriously as a result of the 
operations of the agreements. In view of all these considerations, it should be 
clear why the American Association of University Women urges renewal of 
the act without crippling amendments. 

In the past, the reciprocal trade agreements, by promoting a reasonable degree 
of free multilateral trade, have assisted numerous small countries as well as 
large to live in freedom without being forced to come to terms with some great 
powers. For many countries this freedom no longer exists. It is important for 
the United States to do everything possible to preserve the choice which still 
remains. This can be accomplished by assisting foreign countries which are 
attempting to develop politically and economically along lines of their own 
choosing. Freedom of choice for many nations depends upon a stable and 
healthy market for their exports to the United States. 

We believe that extension of the act should be followed by a vigorous policy 
of negotiation to bring about substantial rate reductions in other countries in 
exchange for further rate reductions here. Such a policy is in our own national! 
interest. It will contribute to our standard of living at home, and, by incress- 
ing productivity, will help to alleviate powerful inflationary pressures. It will 
tend to reduce the drain upon our resources. It will increase our opportunity 
to secure repayment of loans made abroad. 

We urgently recommend, therefore, that for protection of the economic inter- 
est of the United States, for our own protection in the battle of ideologies, and 
in the interest of world peace and freedom, the reciprocal trade agreements be 
renewed for 3 years without restrictive amendments. 

(Prepared for the American Association of University Women by Dr. Maxine 
Woolston, economist and consultant for the Philadelphia City Planning Com- 
mission and member of the international relations committee, American Associ 
ation of University Women. ) 


STATEMENT BY Rower’t Emer Ropes, Presipent, AMERICAN ‘TRADE ASSOCIATION 
or Morocco, CASABLANCA 


The purpose of this statement is to outline certain defects evidenced in the 
actnal operation of the current Reciprocal Trade Act and to recommend safe- 
guards to eliminate them. 

As I understand it, the principle of reciprocal trade is that each participating 
nation will have a freer ontlet for those products which it produces most ef- 
ficiently, thereby increasing the global total of goods and the standard of living 
of the populations who divide them, It would seem that no one could quarre! 
with that. I certainly could not. 

However, the arrangement is not giving the United States the advantages we 
envisaged and it constitutes an ever increasing threat to our economic well- 
being in a great number of important fields. This is because under reciprocal 
trade foreign markets for our products have not expanded appreciably ; because 
while we are relinquishing customs duties, virtually our sole defense against 
foreign competition, foreign nations are developing other devices which effectively 
exclude our products; because our bargainers are less aggressive in defending 
our interests than are their foreign opposites and because after agreements are 
entered our Department of State is unwilling to insist on their enforcement. 
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The “efficiency” of many foreign producers consists only in employers’ ability 
to maintain wage conditions which we discarded half a century ago. Even in 
thousands of plants modernized by the Marshall plan increased production has 
not caused appreciable wage increases and often wage ceilings are fixed by law 
In some localities, including Morocco, the country with which I am most familiar, 
collective bargaining and participation in labor unions is illegal for 90 percent 
of the population. 

Competition from these low-wage areas, especially where plants more modern 
than most of ours have been provided by United States funds, has a destructiv: 
impact on our enterprise and employment. Furthermore, the wage policies liniit 
the workers’ ability to purchase our goods even if they could be imported. This 
renders the most important objective of reciprocal trade unobtainable. 

The foregoing problem undoubtedly has been presented by labor and industry 
representatives, and I shall not elaborate upon it. The phase which I would lik 
to bring to your attention has to do with the nullification of terms of agreements 
by which the United States benefits and our failure to obtain foreign concessions 
made in order to induce us to enter into them. Tariffs have become the leas; 
important protectionist measure maintained by foreign nations against American 
competition. Restrictive licensing, quantitative quotas, bilateralism, and out 
right repudiation of agreements are comnion. 

Der. Henry Chalmers, tariff expert of the Department of Commerce, in a seric 
of articles in the Department's publication Foreign Commerce, beginning Fe 
ruary 27, 1950, states that “There have been few basic changes in the struc 
ture of restrictive trade controls which since the war have come into use by tle 
great matority of foreign countries.” He further states that such controls are 
maintained by all but S “out of SS foreign countries and colonies comprising 
rrost of the trading world.” 

In a chapter headed “The Protectionist Element in Import Restrictions,” Di 
Chalmers stated: “Although such programs (iimport restriction) have often 
involved violation of existing commitments to other countries and discrimina 
tien in preferential import licensng according to source, they have usually been 
tolerated as emergency measures of temporary duration. * * * 

“During the past year, however, the incidental temporary shields against com 
petition accompanying such restrictions * * * are often coming to be i 
varded as vested rights.” He states that efforts to relax such restrictions “have 


been meeting considerable resistance from domestic producing interests, which 
for several years have enjoyed exceptional protection from competition.” D 
Chalmers concludes the first article stating “This tendency toward unwarranted 
use of import restrictions for protective purposes is among the subjects to b 
considered at the meeting of the contracting parties to the General Agreement « 


Tariffs and Trade which is to open at Geneva in late February.” There has bee: 
no amelioration which benefits the United States. 

An article published by the Economic Cooperation Administration confirms this 
tendency in France and her colonies as follows: “French business considers the 
French internal market as its patrolled hunting preserve. * * * It envis 
ages extending this into French oversea territories, also establishing there pre! 
erential customs regimes, quantitative quotas, and all other devices which per! 
monopoly by the eviction of competition” (p. 23, ECA Paris Monthly No. 38, M 
1950). 

France has established effective embargoes on United States goods even in t 
autonomous Protectorate of Morocco, where she is committed by treaty to pr 
serve an open door and to keep American trade and French trade on an equs! 
footing. The net result is that France's share of Morocco’s trade has increase: 
from 54 percent of the total in 1938 to about 70 percent now. One of the most 
unjustified methods by which this program is carried out is a series of bilat 
agreements with many nations, including Argentina, Bulgaria, Hungary, Cze« 
slovakia, Rumania, Spain, and others. These bilateral agreements are in dir 
contravention of most-favored-nation treaties with the United States. In ma 
cases they give essential products which we need to our enemies while taking 
exchange articles which are banned as imports from the United States. 

One of the most dangerous features of the Reciprocal Trade Act and ot! 
acts which permit executive personnel to conclude agreements with foreign na 
tions is that the scope of these agreements is not narrowly defined. This leaves 
the possibility that our bargainers may include arrangements which should be 
the subject of treaties or which, in effect, conflict with or abrogate treaties «| 
ready in force. This is extremely serious since the United States has accepted 
compulsory jurisdiction of the International Court of Justice at The Hague over 
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all disputes arising out of agreements with UNO nations. An example of this took 
place recently in Morocco, where France set aside treaties with the United States 
and stated that it was doing so in compliance with the ECA bilateral agreement. 

The legislators who passed the original ECA Act state that, even if they had 
the power, they had no intention of delegating the right to alter treaties, and 
the majority leader (Senator Lucas) contended that the law could not set aside 
a treaty. Nevertheless, France has brought suit in the International Court of 
Justice. If she is successful, this temporary agreement negotiated and signed by 
State Department representatives will have abrogated treaties without Senate 
action. The abrogation will be permanent, although the bilateral agreement was 
intended to be temporary, and one of the treaties is of indefinite duration. 

Such arrangements result from an apparent resentment of constitutional 
treaty-making requirements which has developed of late in the Department of 
State. This seems particularly strong among the Department's economic person- 
nel who seems to believe that they should to be able to finally conclude commer- 
cial arrangements, even though such agreements infringe on treaty-making power 
of the Senate and Congress’ right to regulate foreign commerce, An example of 
the change in view is Mr. Acheson’s consent to set aside United States-Moroccan 
trenties. When this was first requested by France, Secretary Knox wrote: 

“* * * as the adherence of this Government to such an agreement would 
seem to imply the modification of certain of its existing treaty rights, the con- 
sent to such adherence on the part of the United States involves the conjoint 
action of the treaty-making powers of this Government, and our acceptance of 
the agreement in question could therefore be made only by and with the advice 
and consent of the Senate.” (Foreign Relations; 1911, at G22). 

This doctrine was upheld by the Department until 149, when Secretary Ache- 
son took the opposite view, claiming that he has the authority to set aside the 
treaties by executive action ond thet 

“Assent by the Secretary of Siate is a matter of diplomatic as well as national 
concern. Consent nay be granted upon the basis, inter alia, of what the Dresi- 
dent and the State Department believe will most facilitate accords with other 
countries as well as our own national well-being. The factual foundation of the 
Secretary's action will frequently not be public or susceptible to judicial review.” 
(See record Civil Action No. 3875649, District of Columbia Distriet Court, Oct. 
4, 149.) 

Both in negotiating and in enforcing agreements, our representatives are less 
vigorous than the foreigners with whom they come in contact. The latter have 
a sole, well-defined objective —to obtain the greatest possible volume of profitable 
trade for their respective countries. They are promoted, demoted, or dismissed 
according to their success in attaining this objective. Our own representatives 
carry out a vague over-all program of increased world prosperity. In effect, they 
are judged by their superiors almost entirely on how well they please the for- 
eigners with whom they come in contact, 

So long as this condition continues, American interests will never be effectively 
protected. Even Dr. Henry Chalmers, who wrote the articles condemning protec 
tionism in the guise of exchange controls, entered into negotiations with Morocco 
which resulted in the unrestricted importation of tea, coffee, radios, and cigars 
from dollar areas but set up an embargo on agricultural insecticides, cotton tex- 
tiles, and lumber. His excuse was “necessity of exchange controls.” It was 
obvious that the plan was to exclude United States products which were sold in 
free competition and import those which were controlied by French agents or 
concessionaires. This situation makes it advisable to limit the scope of our 
negotiator’s authority by legislation. 

An example of failure to carry out treaty and trade agreements took place 
when France decided to set aside a treaty fixing the customs limitations and 
prescribing evaluation methods. Special asessments were applied to American 
goods, and American importers were also required to pay two or three times as 
much duty as their French competitors for identical goods arriving on the same 
ship. The United States first protested these measures and insisted that refunds 
be made, France agreed to abandon the illegal collections but refused to make 
the refunds. The matter was settled by placing a new foreign service officer 
in charge, who wrote that “I personally feel that any adjustment of claims of 
this type against the customs should consider whether your firm actually sus- 
taine] substantial damages owing to unjust valuations, the effects of which were 
in ho Way passed on to or sustained by the buyers of the merchandise” (letter of 
July 7, 1950, from United States consul general, Casablanca, to secretary of 
American Trade Association of Morocco). It is impossible for Americans to 
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benefit by agreements limiting tariffs as long as our Foreign Service oflicers 
take the attitude that foreign nations may break them so long as they do not 
cause “substantial damages.” 

One of the worst practices in violation of our treaties is the exclusion of 
Americans as buyers of needed raw materials. France, with one-third of our 
population, controls a third more of the earth than we do. The controlled areas 
have raw materials which we need and should be able to buy in free competition. 

I have friends who started a manganese mine in Morocco. In violation of 
treaties they were forced to sell their ore to France. After 2 years of tighting, 
the ban was lifted. It has recently been reestablished, as France has found 
that she can force us to buy her manganese steel by depriving us of the raw 
material. Similar tactics are depriving us of hides, grape residue for tartar: 
acid, several ores, and many other raw materials. 

Dr. Chalmers tells of the same tactics in British territories as follows: 

“Measures were carried forward during the year (1949), especially in Africa, 
to organize the local producers in bodies designed to deal with the United King 
dom Government as the sole or main buyer of their export products” (p. 42, For- 
eign Commerce Weekly, Mar. 6, 1950). 

This policy must be stopped if we are not to be forced to depend on Europe 
for many finished products solely because we are denied the right to compete 
for necessary raw materials. The inequity of this is apparent when we remem 
ber that the British and French populations combined are only 60 percent of ours; 
that they control twice as much area as we do (excluding dominions and com 
monwealths) and that much of the development of these areas is attributable 
to our assistance. 

The least we should do is to insist that our friends honor treaties assuring 
us equal treatment before granting them further concessions, 

In order to obviate the possibility that treaties and other agreements will 
be set aside under this act, and in order to render the act more reciprocal, it 
is recommended that a new subsection be added to the current aet to read as 
follows: 

(a) The terms of any treaty to which the United States and any nation with 
which the United States enters into negotiations relative to reeiprocal trade are 
parties shall remain in full force and effect until superseded by a new treaty 
ratified by the Senate unless, prior thereto, it expires by its own terms. 

(b) The Secretary of State shall prior to July 1, 1951, prepare and thereafter 
keep current a list of all nations which fail to comply with treaties and other 
agreements to which such nations and the United States are parties provided 
such other agreements do not conflict with treaties. 

(c) There shall be no reduction in tariffs below rates prevailing on July 1 
1950, with respect to products produced in or imported from nations listed as 
directed in paragraph (0b). 

To summarize: 

Nations who benefit by tariff reductions under the current Reciproeal Trad: 
Act are excluding United States products from their trading areas by quantita 
tive quotas, discriminatory licensing, barter, and other bilateral agreements 
and other devices which effectively nullify benetits which the United States 
should gain under reciprocity. 

By arbitrarily maintaining low-wage standards even where United States aid 
has furnished modern production equipment, many nations are curtailing the 
additional purchasing power which the Reciprocal Trade Act was intended 
create, 

The United States is being unfairly deprived of raw materials by two nations 
which, with 60 percent of our population, control twice as much of the earth's 
surface and vastly more of its raw materials as we control. This arrangement 
is intended to force the United States to purchase foreign-finished products 1 
the detriment of our home industry. 

Many agreements stimulating United States trade and limiting tariffs hav 
been arbitrarily set aside by foreign nations. 

Many of the above abuses are in violation of treaties assuring the United States 
most-favored-nation treatment and setting up other safeguards to give our com 
merce equal treatment in foreign nations and their dependencies. As a rul 
such treaties were obtained when our Department of State's defense of oi 
interests was more determined than it now is. 

The Department of State has not been successful in enforcing treaties and other 
agreements which benefit United States trade, and in many cases has condoned 
the setting aside of these agreements. This seems to stem from a current belict 
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in the Department of State that it should be permitted to negotiate agreements 
with foreign nations, and from the fact that foreign negotiators are judged by 
their governments solely by their ability to further their national interests while 
ours can excuse their failures as being in the interest of “world recovery.” 

It seems reasonable at this time to restate the constitutional treaty-making 
provisions for the guidance of our negotiators and as a warning to foreign 
officials with whom they have contact. It also seems reasonable that we should 
not implement agreements to reduce tariffs for the benefit of nations which refuse 
compliance with treaties and other agreements by which the United States 
benefits. 

It is believed that the proposed amendment will help United States negotiators 
obtain equitable treatment for United States interests and will contribute to 
making reciprocal trade reciprocal in reality as well as in name. 


MEMORANDUM OF AMERICAN MANUFACTURERS OF VULCANIZED on HARD Finer 
Oprosine H. R. 1612 


The undersigned manufacturers of vulcanized or hard-fiber products are op- 
posed to a 3-year extension of the present Reciprocal Trade Agreements Act as 
proposed in H. R. 1612. We believe that the present law has been unwisely applied 
to bring about a general lowering of tariff duties of the United States without 
proper regard to the maintenance of a balanced economy or the well-being and 
national security of our country. 

We believe that the tariff-making powers should be restored to the Congress, 
If, however, any form of delegated tariff-changing power is to be continued, then 
we urge that such delegation be for a period not exceeding 2 years, and that it be 
accompanied by adequate provision for complete judicial review by interested 
and injured parties. 

Vulcanized or hard-fiber products are dutiable under paragraph 52 of the 
Tariff Act of 1980. The Congress first imposed a 30-percent duty under that act. 
Such duty was reduced to 20 percent ad valorem in the trade agreement with 
Sweden, effective August 5, 1935 (T. D. 47785) and was further reduced to 10 
percent ad valorem in a further trade agreement with Sweden, forming part of 
the multilateral agreement concluded at Annecy, France, last year (T. D. 42462). 

Vulcanized or hard fiber is a dense hornlike substance, produced by the 
regulated action of zine chloride upon cotton cellulose. It is tough, durabie, 
resistant to oils and greases, and possesses insulating properties which make it 
adaptable for many uses. Vulcanized fiber, in the form of sheets, rods, and tubes, 
is used in the manufacture of speedometers, gears, switch bars, trunks, pinions, 
shuttles, electric motors, electric insulation parts, and is essential in the auto- 
mobile, textile, and other industries. 

This material is as important in its uses as copper or steel. No electric 
current could be utilized without it, and it forms an integral and necessary part 
of all electrical apparatus. 

During the recent war, vulcanized fiber products were rated AAA-1 by t 
War Production Board. Using the year 1943 us typical of the war service of 
this branch of the industry, a recent study has established that SO percent of 
total sales fell in a directly military classification. These included gas tanks, 
self-locking nuts, lighting systems of airplanes, automobiles, tanks and trucks, 
medical kits, and many other vital commodities. The remaining 20 percent sales 
of the industry during this period consumed in nonmilitary fields, consisted pri- 
marily of track insulation, telephone communication systems, and products for 
the electrical utility field. 

Domestic capacity was greatly increased during World War II to meet wartime 
needs. Output is high but the industry remains as always, dependent upon a 
high volume of production for operation on a profitable basis. The margin of 
operating profit is extremely low and loss of any portion of our output to induced 
low-priced foreign competition would seriously affect our ability to serve the 
national needs in the existing national emergency. 

While the rates of duty on vulcanized products have now been reduced the 
maximum permissible by the present law to only 10 percent ad valorem, we 
remain apprehensive of possible further destruction of our tariff position by any 
extension or broadening of the present law. 

The refusal of the Department of State to postpone or call off its negotiations 
for further tariff reductions on the wide range of other products now being 
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earried forward at Torquay, England, has impressed us deeply as evidence that 
that Department and associated departments of the Government place greater 
value on reduction of tariff rates of the United States than on the many other 
factors which exist. 

The chaotic world conditions under which we are operating today, the existence 
of the national emergency proclaimed by the President, the threatening world 
war III, the many restrictions and controls being imposed on manufacture, dis 
tribution, and consumption throughout the United States, all seem to establish a 
thoroughly unstable basis upon which to predicate any changes in tariff duties. 
Our State Department, however, continues to press for tariff reductions «| 
Torquay. We believe an effective brake should be placed on its operations by the 
Congress through refusal to extend or drastic modification of the existing law 

We recommend the following : 

1. That the existing trade agreements law be not extended and that the power 
to modify rates of tariff duty be restored to the Congress or to some newly 
created independent agency which will give proper heed to the importance o! 
American labor, agriculture, and industry as a part of our national well-being 

2. That if Congress nevertheless shall extend the present law, that such exten 
sion be for a period of not more than 2 years to permit of review of the entire 
tariff policy by an incoming possible new administration ; 

3. That if the present law be extended, that it be amended in the following 
respects : 

(a) To expressly provide that any concession in duty may be withdrawn or 
modified if injury to an American industry exists or is threatened and that 
the existence of such real or threatened injury be expressly made not to depend 
upon any unforeseeable circumstances or be the direct consequence of the con 
cession in duty; 

(b) For restoration of the right under section 516 (b) of the Tariff Act of 
1930 of American manufacturers to protest in the custom courts the classifica 
tion of any imported article ; 

(c) For complete and adequate judicial review of any and all actions taken by 
administrative authorities under the Reciprocal Trade Agreements Act. 

Finally, we recommend that if the present law or any amended version thereof 
shall be continued in effect, that an express provision be inserted to prohibit 
application of such law to any product which is found to be and duly certified 
by the appropriate Government agency to be of critical or strategic importance 
to the economy of the United States. 

Respectfully submitted. 

NATIONAL VULCANIZED Fisre Co., 
Wilmington, Del. 
CONTINENTAL DIAMOND FIpre Co., 
Newark, Del. 
TAYtorR Frere Co., 
Norristown, Pa. 
By J. K. Jounston, 
Vice President, National Vulcanized Fibre Co 
JANUARY 24, 1951. 


Brier oN BEHALF OF THE AMERICAN Paper INDUSTRY IN RELATION TO THE EXTEN 
SION OF THE RecrprocaL TrapeE AGREEMENTS AcT AS Proposep ry H. R. 1612 


The American Paper and Pulp Association, which represents 80 percent of 
the entire paper production in the United States, protests against the extension 
of the Reciprocal Trade Agreements Act in its present form. 

The American paper and pulp industry, including paperboard, ranks sixth i: 
all American industry in the annual value of its product. It has an investment 
of about 4% billion dollars and a current annual value of preduct of about 
5 billion dollars. 

At the moment, the bill officially before the Ways and Means Committee, H. R 
1612, is a simple provision for a 3-year extension of the law in its present form. 
It is difficult to fence with phantoms, but cognizance must be taken of admin 
istration announcements that wide additional provisions may be included before 
the present session of Congress is ended, if not as additions to the bill now 
pending. Consequently it is vital to present at this time a broad picture of 
the attitude of the American paper industry toward the whole reciprocal trade 
agreeivent program. 
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While it may be an established principle of America’s international policy to 
seek reciprocal trade agreements with other nations, the fact remains that under 
present provisions there is no guaranty to domestic industry against destruction 
or serious impairment of its capital resources or the prosperity of its employees. 
It is with a view to correcting inequities in the present law and in the hope of 
providing insurance against further injury to the American paper industry that 
this brief is presented, summarized as follows: 

1. Tariff rates are made for the future, not only for today. 

2 Present rates of duty on paper already too low. 

3. New round of duty rate reductions is opposed. 

Present escape clauses ineffective. 
Reciprocity should be reciprocal. 
. Domestic industry denied its day in court. 
_ A“Little ITO” surrenders authority to international control. 


1. TARIFFS A LONG-TERM PROBLEM 


In considering questions as to the fixing of tariff rates on imported merchan- 
dise, it must be remembered that a correct tariff policy envisions conditions over 
a period of years, not merely the financial balance sheets of today. It is not 
denied that today the paper industry is prosperous, but it has not always been so. 
Today's prosperity is not due to high prices, for they are not high in relation to 
other commodities. An unprecedented demand has enabled the paper mills to 
operate at capacity. To meet its overhead a paper mill must run 24 hours a 
day for from 75 to SO percent of a workweek of 6 days. Any volume orders 
which increases the operating time spreads the overhead over a greater tonnage, 
with a resultant higher percentage of profit. Back in the thirties, the industry 
as a whole was operating in the red, Despite this fact construction of new 
mills was authorized by far-seeing industrialists who envisioned a greater fu 
ture demand per capita. Production of some 13,500,000 tons just prior to World 
War II has increased to approximately 24,000,000 tons in 1950. Only an ineur- 
able optimist, however, can expect a continuance of this high consumption in- 
definitely. With any drop in demand, this market can be invaded by foreign 
competitors with costs far lower than our own, and a consequent ability to accept 
orders for any amount of paper they wish to sell at prices below American 
production costs. Without provision for the future this can happen, and, once 
lost, 2 market is lost forever. 

Early arguments for the continuance of the reciprocal trade agreements pro- 
gram have been based on the dollar gap between our imports and our exports. 
With an increase in imports due to past trade agreements the dollar gap has been 
closed and there is no longer a need to sacrifice domestic prosperity by further 
duty rate reductions. In the present state of world conditions it seems unwise 
to mortgage the Nation's economic future so far in advance as has been proposed. 

The American paper industry restates its historical belief in a tariff program 
which gives the American prodacer an opportunity to compete in his own home 
market on even terms with his foreign competitor, and no mere than an even 
opportunity. That we do not now have. 


2. PRESENT DUTY RATES ON PAPER TOO LOW 


Justification for the opposition of the American paper industry to unbridled 
authority to be given the administration to reduce duty rates is the fect that 
today duty rates on paper are lower than those on any other major domestic 
commodity. They are less than one-third of the rates under the Underwood 
Act. The objective announced when the reciprocal trade agreements program 
was first proposed was a reduction in duties to a point approaching those in 
effect under the Underwood Act. Based on actual imports in 1949, at the rates 
of duty in effect July 1, 1950, the average weighted rate of duty on all dutiable 
papers and paperboards was 8.49 percent. Under the Underwood Act it was 
2S percent. 

Paper is an essential commodity for everyday use. No phase of business, 
social, or economic life can exist without paper, and without paper, civilization 
would disappear. This was recognized by the War Production Board in World 
War II when paper was officially declared an essential commodity. 

Because of this fact, the Nation’s economie future in the paper field is at 
stake in any trade agreement which tends to give control of United States 
markets to foreign producers. In World War Il only the fact that we were 
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so closely allied to Canada made it possible for our newspapers to publish their 
editions in normal sizes and with a normal coverage of the news. In England 
and other countries the shortage of newsprint forced newspapers to resort to 
what were little more than poster-sized publications. 

Today there is widespread compaint from the newspaper publishers, large and 
small, at their inability to secure all the newsprint they want, In 1013 this 
country in its first experiment with reciprocity placed newsprint on the free 
list, driving domestic producers out of the bulk of the market. United States 
newsprint production is now only about 5 percent of the entire domestic output 
of paper and paperboard and constitutes about a quarter of domestic con 
sumption, 

The same process of surrender of domestic markets to foreign control is now 
i progress through reciprocal trade agreements already consummated, and 
further reductions in duty rates are under consideration at Torquay. 

There is no grade of paper which cannot today be mide abroad and sold here 
at the prevailing rates of duty at less than the United States cost of productior 

What this situation means can best be seen by what has happened to a single 
crade of paper, novel news, which can be made at any time in any newsprint 
mill. When the Tariff Act of 1930 was in effect, the bulk of this grade used in 
the United States was made in the United States. Canadian and Seandinavian 
inills, however, could, and did, sell competitively in this market, thus clearly 
demonstrating that the duty rate was net prehibitive. That duty rate was So 
a ton and 10-percent ad valorem, a rate caleulated to, and which did, just about 
offset the cost advantages due to lower wise rates of foreign mills. 

The Canadian reciprocal trade agreement, effective in 1959, cut this rate to $4 
a ton and 5-percent ad valorem. The result was an immediate cost advantag: 
to the foreign mills, which permitted them to absorb os much of this marlet 
as they might care to take. Neither in the United States nor in Canada were 
itilis running full, and consequently the Canadian mills were anxious for ton- 
nage. United States production, which in 1938 had been 34,657 tons, was down 
to 21.421 in 1940, to 17,896 in 1942, to 556 in 144, and by 1247 there was not a 
pound of novel news made in the United States, and in 1948 only 102 tons were 
made here, 

With the demand for newsprint at an all-time peak in 1949, and even higher in 
1950, Canadian mills were not so interested in novel news, so domestic mills were 
permitted to regain some of the market; 1950 United States production was 
abont 20.000 tons. 

Any time the Canadian mills want the entire market again they can do the 
same thing again. 

The identical pattern is clear for other crades of paper, although it has not 
as yet run to such a complete extent. Tmports of all dutiable printing paper in 
the last vear of the 1930 Tariff Act rates (1983S) amounted to 9584 tons. By 
14S it bad risen to 83,380 tons; in 1949 and i950, with Canadian mills not so 
interested, due to the extreme demand for newsprint, imports ran about 28,000 
and 30.000 tons respectively. 

A duty rate reduction on kraft wrapping paper in effect early this year, 
ostensibly for the benefit of Scandinavia, is already resulting in importations 

‘om Canada into the: Northern States. The development of the kraft paper 
industry in the southern pine States has been an epic of American industrial 
expansion. Hundreds of millions of dollars have been expended in plan con- 
struction. Southern farmers have found a _ profitable market for the wood 
from their tree farms, and tens of thonsands of acres of land have been utilized 
for the growing of pulpwood. Yet with all this tremendous development, the 
reduction of the duty rate on kraft paper at Annecy has resulted in the im 
portation of this paper from Canada at prices which the South cannot meet. The 
amount of duty on Canadian kraft does not compensate for the higher freight 
rates from the South. Consequently the South is deprived of the northern mar 
ket for this grade to the amount of the total tonnage that Canada cares to pro- 
duce and export to this market. 

Small tonnage specialties are subject to the same kind of economic pressures, 
For example, in all of 1949 imports of glassine totaled less than 1 ton: in 11 
months of 1950 imports were nearly 500 tons, though the reduction of the duty 
rate granted at Annecy was not effective until late in the spring. From 13 tons 
in If'49 imports of greaseproof, on which the duty rate was reduced at the same 
time as that on glassine, increased to over 500 tons. Imports of wrapping 
papers, again the subject of rate reductions at Annecy, have jumped from 4,000 
tons in 1949 to 8,000 tons in 11 months of last year. 
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A demonstration of the adverse effect of the trade-agreement program on the 
paper industry is the continuing migration of paper manufacturers to Canada. 
Not only does Canada have three-quarters of the American market for news- 
print, representing an annual sales value of from 400 to 500 million dollars a 
year, but the opportunity to produce at the lower Canadian costs has resulted in 
investments in Canada by United States manufacturers of approximately $200,- 
000,000 in the last 5 years. This means a potential loss of additional employ- 
ment to American workers and increased competition with established domestic 
concerns. (See appendix A fér detailed rates.) 


3. NEW ROUND OF DUTY RATE REDUCTIONS IS OPPOSED 


in the absence of official administration “musts” to be included in the proposed 
law it is impossible to do more than express the paper industry’s reaction to 
proposals which have been unofficially broached. 

Under the present law the State Department is authorized to make rate redue- 
tions to a maximum of 50 percent on the rates effective July 1, 1945. It is 
reported that a new base may be asked on which another round of reductious 
can be negotiated. ‘The American paper industry is unalterably opposed to such 
a proposal. Reductions aiready effected have cut the average weighted duty 
rates on paper to S49 percent. This rate of duty would be ruinous to the domes- 
tic industry in any except times of abnormal demand. The effect of previous 
reductions is detailed elsewhere in this statement. Reductions already effected 
are close to the maXimuin permissible under existing law. 

Another reported proposal is for the extension of the law for 3 or 4 years. In 
the disturbed international situation it is just not plain common sense to com- 
mit this Nation to any prolonged period of uncertainty. 

It is assumed that the customs simplification bill, H. R. 1535, will be treated 
by the Committee on Ways and Means as a separate problem, as it is entirely dis- 
tinct from and not a part of the reciprocal trade agreement program. Because 
of this assumption we are not attempting to analyze its provisions at this time. 


1. PRESENT ESCAPE CLAUSES INEFFECTIVE 


One of the safeguards which is necessary for adequate protection of American 
industry is a clarification of the so-called escape clause in reciprocal trade agree- 
ments. Such a safeguard should be realistic and spelled out |y law, not left to 
the double talk of administrative orders. 

Further, the operation of any escape clause should be so stated in the law that 
when resorted to political juggling would be impossible and the effect intended 
by Congress would be certain. 

Under present procedure decisions on application of the escape clause provi- 
sion are subject to administrative definitions of injury and unforeseen injury, 
to interpretations of the significance of percentages of imports to domestic pro- 
duction, and, what is most serious, to the arbitrary authority to make decisions 
affecting the life of an industry. 

The escape clause as written does not provide any remedy for errors in judg- 
ment of the negotiators of trade agreements and is so loosely drawn as to be 
ineffective against injustice. 

The definition of “injury” is subject to administrative decision, with no require- 
ment upon any authority to justify its ruling by disclosure of the facts. 

The definition of “unforeseen injury” has been interpreted to mean that when 
injury results from increased imports such injury may be ruled as having been 
foreseen by the negotiators and therefore beyond correction. 

The question as to what percentage of increased imports to domestic con- 
sumption constitutes injury is subject to administrative interpretation. A trade 
agreement can conceivably be so written as to become punitive toward a given 
industry and to enable an administrative agency to destroy a political enemy or 
favor unduly some foreign producer. This was done in one instance in a trade 
agreement with Canada which reduced that rate of duty on pulpboard in rolls for 
use in the manufacture of wallboard. This duty was reduced in the interest of 
a single United States manufacturing company which owned a Canadian sub- 
sidiary, the sole exporter to this country of the commodity in question. By this 
means one domestic company was given a competitive advantage over all the 
rest of a domestic industry to such an extent that imports totaling 9,000 tons in 
1937 rose to 23,000 tons in the first 11 months of 1950, valued at $1,700,000. This’ 
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situation was repeatedly pointed out by United States Tariff Commission indus- 
trial summaries, but the duty reducing action was taken in spite of this warn- 
ing. This instance is not cited as an example of the failure of the escape clause 
principle, but to demonstrate that legislation should be so spelled out as to pre- 
vent such favoritism to any group or to any individual manufacturer. It has 
happened and can happen again. 

This brief does not propose to suggest specific phrasing of needed clarification 
of the escape clanse principle, but to show the need for such clarification. 

Since the Mexican Trade Agreement of 1948 thé escape clause has been writ- 
ten into every new trade agreement, and included in some revisions of older 
acreements. In 1947 Mexico unilaterally revoked most of the concessions it 
granted in the 1948 agreement. The United States protested and began a series 
of negotiations with Mexico. At last, as of December 51, 1950, more than 3 years 
after Mexico had terminated the agreement, the United States finally canceled 
the concessions it made to Mexico. The United States then proceeded to in- 
clude many of these same concessions in negotiations with other countries. Un- 
der American law, Mexico continues to receive the benefit of any concessions 
xranted to any other nation. 

The only other case in which affirmative action has been taken under any 
escape clause is that on fur felt bodies imported from Czechoslovakia, on which 
the United States revoked the concession without undue delay. Whether or not 
this action was taken as a gesture by the administration to show its good faith 
in negotiating agreements including an escape clause, whether it was an entirely 
justified cancellation of an agreement item, or whether it was punitory to a 
nation within the Communist orbit is not for us to jude. 

The fact remains that under present proceedings, under Executive order and 
net as part of the law, the Tariff Commission is designated as the administrative 
agency which will recommend action to the President under the escape clause. 
It is given complete discretion, and need make no publication of the reasons for 
its decision, either statistically or otherwise. 

The Tariff Commission is a bipartisan agency. Through December last, the 
Commission received 20 applications for relief under existing escape clauses. 
Twelve were dismissed, many under an equally divided vote of the Commis 
sioners. Only two led to an investigation, and one of these was later dismissed. 
Six are pending. Under present provisions free play is given to partisan or 
political prejudice, which may be either for or against domestic interests. The 
law should prescribe that any action be publicly justified by economic facts, and 
the outeome of complaints be not left to the decision of arbitrary judges from 
whom there is no appeal. 

Even after the Commission takes affirmative action on a complaint, the law 
provides that the President “may” approve or disapprove the Commission's 
recommendation. 

In connection with such actions by the Tariff Commission, the law should 
require the Tariff Commission as an impartial fact-finding ageney to publicize 
the amount of duty which it considers necessary to prevent injury to domestic 
industry, 

5. RECIPROCITY SHOULD BE RECIPROCAI 


The dictionary describes “reciprocity” as “that trade relation or policy be 
tween two countries by which each makes concessions favoring the importation 
of the products of the other.” Reeiprocity as thus described has existed in name 
only in trade agreement concessions made by other countries to the United 
States. Agreements heretofore negotiated have the characteristics of a sponge 
in that they absorb all donations by the United States and vive off nothing of 
consequence in return, 

Nominal concessions were granted by various countries in the first major 
pewer conference at Geneva in 1947 but in almost every case were immediately 
nullified by unilateral regulations which were admittedly aimed at preventing 
the importation of American merchandise. The pretext used for such action 
was the shortage in dollars. The United States reduced its duty on many paper 
5O percent. Cnonada cut its rates a maximum of 10 percent from 25 percent to 
22'4 percent and immediately placed an embargo on the admission of practically 
every grade of paper from the United States. This embargo has since been 
lifted, but only after a lapse of vears. 

England made no concessions on paper, but was the direct beneficiary of 25 
United States duty rate reductions on paper. England also placed an embargo 
on a low import quota on all American papers. 
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Before the Geneva negotiations France broadly increased all its tariff rates 
and then used the inflated rates as a bassis for trading with the United States. 
France today is asking the Torquay conference to allow it to raise its rates in 
return for reductions elsewhere. 

The same lack of true reciprocity was manifested by practically every nation. 
While American goods were barred other participating countries were able to 
exchange merchandise freely. 

The same reluctance to cooperate in reducing “trade barriers” is being mani- 
fested at Torquay. According to State Department releases the United States 
is endeavoring to persuade other nations to modify their anti-American restric- 
tions. 

The United States as a result of the series of trade agreements initiated in 
1934 has reduced its rates of duty to such a point that this country is nearer to 
a free trade basis than any other important nation in the world. 


6. DOMESTIC INDUSTRY DENIED ITS DAY IN COURT 


A vital flaw in existing legislation is the manner in which domestic industry 
is specifically denied its day in court. Any importer is given free access to 
the United States customs and other courts to remedy an administrative injus- 
tice. An American manufacturer is denied any right of appeal from any deci- 
sion which may involve any item named in any trade agreement. Inasmuch as 
practically every commodity is named in some agreement this action denies 
domestic industry any court relief, and the Bill of Rights is vielated in spirit 
if not in fact. 

Specific constructive suggestions which the Congress should consider are 
analyzed below. 

Section 516, Tariff Act of 1930: This section was enacted into law after pro- 
longed debate as a protection to domestic industry against errors of judgment 
as to the classification or valuation of foreign merchandise imported in unfair 
competition with domestic producers. The original Reciprocal Trade Agree- 
ment Act repealed section 516. It should be restored. 

Section 336: This provision was stricken from the Liw by the original Recipro 
cal Trade Agreement Act. It should be restored. Under this provision a domes- 
tic industry could appeal to the Tariff Commission for an investigation of unjust 
tariff rates and the Commission could on a finding of fact recommend a revision 
of rates. The President was morally bound to act upon such recotmendations 
by the Tariff Commission. Theoretically the elimination of this provision was 
compensated by the inclusion of an escape clause in reciprocal trade agreements. 
The escape clause, however, as shown elsewhere in this statement, has been 
ineffective as a substitute. 

“Peril point” provision: The Eightieth Congress inserted in the bill to extend 
the Reciprocal Trade Agreement Act a provision that the Tariff Commission 
be required to determine the “peril point” below which any duty rate conld 
not be reduced without injury to domestic industry. This provision, repealed 
by the Eighty-first Congress, should be restored with strengthening clauses to 
require adherence to the factual finding of the Tariff Commission, and to give 
due publicity to the reasons on which the finding was based. Appeal to the 
couyts should be authorized to eliminate individual judgment as a final test of 
the correctness of any such ruling. 

Countervailing provisions: The original Reciprocal Trade Agreements Act 
repealed provisions of the tariff act for the imposition of countervailing duties 
to compensate for difference in duty rates between the United States and those 
of countries exporting to use. This provision should not only be restored as to 
the specific commodities originally listed in the Tariff Act of 1930, but be made 
universally effective as to all commodities, if there is to be true reciprocity. 

Scope of negotations: It has always been the reciprocal trade agreement 
principle that negotiations for any duty rate reductions should be between the 
United States and the principal foreign supplier. This principle, which was 
sustained by assurances from Government representatives that it would be 
the guiding star for negotiators, has been grossly violated in many instances, 
specifically in the paper and paperboard field. 

Negotiations at Annecy reduced the rates of duty on glassine and greaseproof 
paper on behalf of Finland which has never and does not now ship any material 
quantity of such papers to this country. This concession actually was for the 
benefit of Norway. 
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Imports of paperboard from Finland in annual value of about $400,000 were 
used as the basis for a reduction in duty rates which actually principally 
benefited Canada with shipments of some $4,000,000 per year. 

Pending negotiations at Torquay envision a reduction in the rate of duty on 
cigarette paper with Italy as the other negotiating power. Italy does not 
and never has shipped any appreciable quantity of such paper. On the con- 
trary cigarette paper has been an important export of France to the United 
States market. 

A provision that all negotiations shall be with the principal foreign supplier 
of a given commodity should be a requirement in any extension of the existing 
law. 


7. GATT AND A “LITTLE I. T. 0. 


It has been stated by administration leaders that this Congress will be asked 
te include in a measure for the extension of the Reciprocal Trade Agreement Act 
proposals for setting up an international administrative agency for the disposal 
of questions of international trade. 

To include provisions for a “Little I. T. O.” in a bill to reenact reciprocal 
trade agreement legislation would be an attempt to smugczle into the law 
through the back door a proposal which in the form of the Habana charter 
for an International Trade Organization caused such public and congressional 
opposition that the administration stated it would not resubmit the proposal 
to C‘ongere ss, 


CONCLUSION 


It is our firm belief that as specifically provided by the Constitution, duty 
rates should be determined by Congress, if not directly, then by the establish- 
ment of clear criteria for the application of a reciprocal trade agreement pro- 
gram spelled out in detail by Congress—not left to administrative interpreta- 
tions based on loosely or defectively drawn clauses. 


APPENDIX A 


Duty rates on imported paper—Equivalent ad valorem rates in effect July 1, 1950, 
computed on actual imports in 1949 





— - Amount of Duty 
Grade Pounds Valne duts rate 
Percent 
Printing 56, 558, 766 $3,3 $279, 019 S4 
Kraft 7, & 17. 940 10.0 
Sulfite 3, > M7 20.0 
Other wrapping 70 12.5 
Straw —9% point 23 7 5 
Decorated wrapt 671 14.0 
Vegetable parchment 693 6.3 
Waxed 185 15.0 
(sreaseproof 1,348 10.8 
Writing 6, 359 10 
Drawing 2, 308 12.3 
Bristol $2, 124 5, 913 14.0 
Hand-made 00, G86 9, 135 10.0 
Fancy paper 67, O78 9, 492 14.0 
Tissue (not over 6 pounds) 290, 251 41, 305 14.7 
Other 300, 136 30, 711 10.2 
Bibk 
6 to 10 pounds - 11, 802 9, 379 ORS 10.5 
10 to 204 pounds 239, 980 #8, 605 3, 230 6.6 
*repe ‘ enecaieiiaieibiais 2, 604, 755 236, 038 48, 846 20. 5 
Pulpboard rolls. .... , -“ 42, 616, 322 1, 653, 259 149, 869 9.0 
Paperboards 06, 059, 389 5, 148, 997 370, G26 7.3 
Cigarette ia 6, O25 5,034 1,9 30.0 
Hanzi graw = 27, S7¥ 2, 835 213 7.5 
Decaleomania 1, 258, 184 390, 371 3, 613 9 
Photo basic 715, S87 285, O53 | 14, 376 4.0 
Other : 171, 349 11,474 6.6 
otal - . 12, 823, 051 1, O88, 533 8. 49 
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STATEMENT OF Russett SmirmA, Leaisnative Secrerary, NArionan FARMERS 
UNION 


From the beginning, the National Farmers Union has continuously supported 
the program authorized under the Reciprocal Trade Agreements Act and the 
actions taken under that act. At its last biennial convention, held in Denver, 
Colo., March 8, 1950, the organization again took the same position. The national 
program adopted at that time reads: “Again we endorse the Reciprocal Trade 
Agreements Act and urge that the removal and lowering of barriers to inter- 
national trade be hastened.” There was no voice raised in opposition to this view 
when the program committee, which drafted it, placed the statement before the 
convention delegates. 

With equal consistency, we have opposed the many efforts to cripple the opera- 
tion of the act or to amend it so that it would become ineffective. We do not 
regard the progress that has been made under the act as being as rapid, in all 
cases, as it should have been, nor do we take the view that administrative deci- 
sions and negotiations under the act have always been correct. The Farmers 
Union, some years ago, proposed that a system of subsidies be established for use 
in hardship cases, with funds being paid to farmers to enable them to shift out 
of the production of crops adversely affected by lowering of trade barriers. 
Furthermore, we believe that in some instances the departmental committee in 
general charge of the program has failed to give proper hearing to farmers or 
groups of farmers who felt themselves unjustly affected by the operation of the 
act. 

We should like note made of these criticisms and we hope that steps can be 
taken in the next 2 years toward remedies, 

Nevertheless, we continue steadfast in the view that the general authorizations 
of the act and the general operations under it have been proved to be wise and in 
the best interests of the United States. Particularly at this time do we regard 
it as a considerable significance that nothing be done to interfere with the revival 
of international trade in agricultural commodities. Any tampering with the 
Reciprocal Trade Agreements Act, for one thing, will have a highly unfavorable 
reaction upon those countries in Europe which the United States, as part of the 
European recovery program, has been attempting to persuade to lower barriers in 
Europe. The existence of such barriers is one of the principal obstacles to full 
economic recovery in Europe and one of the principal barriers to that increased 
production of food which is a main requirement in Europe in the present situa 
tion. Moreover, the Economic Commission for Europe just this week issued 
a report which indicated that despite the iron curtain between western and part 
of eastern Europe, some revival of trade between east and west is in process 
Nearly all students of the European problem agree that in the end the exchange 
of raw materials for finished products between eastern and western Europe is 
indispensable to the raising of the living levels of the peoples of both sections. In 
the broader context of the world situation, approval of the extension of the 
act becomes imperative when it is considered that most wars have arisen from 
the too-rigid containment of countries whose population has outrun resources. 
The birth of the English colonial system goes back to the necessity for the British 
Isles to find sources of raw materials and to find markets for finished goods in 
order to maintain a population far in excess of what the isles themselves could 
support. Most of western Europe, of course, followed suit. The « onsequence ot 
that colonial system plagues the world even today, as witness Indochina, for 
one example. 

One of the most practicable and promising of all of the steps that can be 
taken toward a balance between the hunger of many of the peoples of the world 
and the production of the food and fiber that they need is simply an increase 
in the exchange of goods between nations. We believe that the progress made 
under the Reciprocal Trade Agreements Act shows that an increasingly more 
complete freedom of such exchange is possible, and that it will contribute ma 
terially to an enduring peace. We therefore strongly urge the committee to 
approve extension of the act without major amendment, 
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UNIrep STATES COUNCIL OF THE 
INTERNATIONAL CHAMBER OF ComMMERCE, INC., 
New York, N. Y., January 19, 1951. 


Ilion. Ronert L. Dovarroen, 
Chairman, Committee on Waus and Means, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHatRMAN: I have the honor herewith to submit to you as chair- 
man of the House Ways and Means Committee, a resolution adopted today by the 
executive committee of the United States Council of the International Chamber 
of Commerce. 

This resolution recommends an extension of the Reciprocal Trade Agreements 
Act for a period of not less than 3 years. It continues the consistent policy of 
this organization supporting measures for the expansion of international trade 
on the basis of progressive reduction of trade barriers over the widest possible 
area and by all reasonable means. , 

I should be most appreciative if you would enter this resolution in the record 
of your committee’s hearings. 

I enclose also the booklet Toward Freer World Trade referred to in the reso- 
lution. 

Please advise me if the United States Council can be of further assistance 
in this connection. 

Sincerely, 
Georce A. SLOAN, Chairman. 


Resovvurion or THE UNrrep STatTes CouNcIL oF THE INTERNATIONAL CHAMBER 
or ComMMERCE, INc., ADOPTED BY THE Executive ComMMITTFE JANUARY 19, 1951 


The United States Council of the Interne tional Chan ber of Conmerce- 

Realizing that the reestablishment of free convertibility and multilateralism 
depends upon achievement of equilibrium in international trade; 

Favoring the establishment of such equilibrium at a higher rather than 
a lower level of trade; 

selieving, therefore, that an expansion of United States foreign trade is 
essential ; 

Approving, in addition, the established United States policy of urging a con- 
tinous reduction of foreign trade barriers; 

Considering, however, that the most effective initiative and example with 
respect to the liberalization of trade must come from the United States 
as the major trading nation: 

Noting that the United States Government must have proper congressional 
authority if it is to pursue a constructive foreign trade policy: Therefore 

Reattirms its earlier support of the Reciprocal Trade Agreements Program 
as expressed in Toward Freer World Trade (United States Associates, 
1. C. C., Ine., New York, January 149) ; and 

Recommends the extension of the Reciprocal Trade Agreements Act for a 
period of not less than 3 years. 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., January 17, 1951. 


Hon. Rorerr Dovau Ton, 
Chatrman, House Ways and Means Commitice, 
House Office Building, Washington, D.C. 

Dear Mr. CoarrMan: Being advised that hearings are to be held next week 
to extend the reciprocal trade agreements, lam sending you a copy of a resolution 
adopted at the American Federation of Labor convention held in Houston, Tex., 
September 18 to 23, 1950. 

The resolution and convention action follows: 


“RECIPROCAL TRADE AGREEMENTS PROGRAM 


“Resolution No. 21, by Delegates Anthony Valente, Lloyd Klenert, Roy S. Whit- 
mire, Louis Rubino, Phillip Salem, United Textile Workers of America 


“Whereas relatively full employment and high wage standards are dependent, 
fundamentally, on a high level of general industrial activity in the Nation 
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because this means more and better customers among American workers for 
American products, including American textile products, and for the full de- 
velopment of such a high level of industrial activity and employment, it is essen- 
tial that two-way international commerce be expanded, and 

“Whereas the reciprocal trade program is contributing to such trade expan- 
sion by reducing or removing unnecessary and artificial tariff’ and other trade 
barriers, both foreign und American, and this is important because the United 
States economy needs imports: (1) To supply necessary raw materials for United 
States industries as well as goods for United States consumers: and (2) because 
foreign customers for United States products can get American dollars with 
which to pay for those United States products only by selling their own goods 
and services in the United States market, and the reciprocal trade agreements 
program makes these sales easier; and 

“Whereas the reciprocal trade program is part of our general national policy 
of political and economic cooperation with the democratic forces of the world 
to combat all forms of totalitarianism and all menaces to the peace and political 
and economic stability of our democratic allies; the Marshall plan, the North 
Atlantic Pact, the point 4 program, the military-aid program, and the reciprocal 
trade-agreements program are all part of this American foreign policy counter- 
attack against Soviet Communist imperialism and its menace to peace and 
freedom ; and 

“Whereas during the 1920's, protective tariffs, which were at their highest 
point in the history of this Nation, failed to provide regular employment or high 
wages for American workers, and similarly, these high barriers did not make 
jobs or maintain wages for our workers back in the depression days of the 
1980's; it has been American efficiency and know-how which have enabled 
American preducers to compete in the world market against goods from foreign 
countries, when people in the world market can get the dollars to pay for 
American goods, but on the other hand, high tariffs have raised the living 
costs of American consumers, and this tends to reduce the ability of American 
workers to buy American goods: and 

“Whereas tariff reductions under the reciprocal trade-agreements program 
are made with care and moderation and only after exhaustive study by trade 
experts and after opportunity for interested persons to state their views, and 
in the 16 years, during which this pregram has been carried on, it has not 
brought about any flood of imports of any commodities; in 1949, for example, 
notwithstanding the various tariff reductions in different types of textiles under 
trade agreements since 1954, total United States imports of textiles were ridicu- 
lously insignificant by comparison with the vast size of our domestic production, 
and in fact, since the development of the program, the American textile industry 
has grown very prosperous, jobs have been more steady and wages for textile 
workers have reached their highest levels in our history: Therefore be it 

“Resolved, That the sixty-ninth annual convention of the American Federa- 
tion of Labor gives its support to our Government's reciprocal trade-agreements 
program and urges that it be pushed with vigor, unimpeded by partisan political 
obstacles and the sordid pressure of special interests. 

“Referred to committee on resolutions.” 


“RECIPROCAL TRADE AGREEMENTS PROGRAM 


“Resolution No, 21—By Delegates Anthony Valente, Lloyd Klenert, Roy S. Whit- 
mire, Louis Rubino, Philip Salem, United Textile Workers of America 


“As was done on previous occasions, your committee recommends approval 
of the principle underlying reciprocal trade agreements. 

“The reciprocal trade-agreements program offers a method toward freeing 
of international trade from restrictive barriers. However, in some instances 
the duty reductions already made have reached the point where further redue- 
tions would endanger the employment in particular industries exposed to compe- 
tition from abroad. 

“In support of the trade-agreements program, we recognize the need of safe- 
guarding American libor in some industries, especially where wages are a rela 
tively heavy factor in the cost of production against competition that threatens 
to undermine our labor standards. Then, too, we would urge that in the process 
of reaching reciprocal trade agreements affecting the labor standards of our 
workers, labor be accorded an appropriate and adequate opportunity of presen- 
tation and effectual representation. 
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“Resolution Committee Secretary Soderstrom moved the adoption of the com- 
mittee’s report. 

“The motion was seconded and carried unanimously.” 

Will you please present this letter to the Committee on Ways and Means and 
insert it in the hearings in order that all interested may be advised. 


Sincerely, 
W. GREEN, 
President, American Federation of Labor. 





STATEMENT RELATING TO RENEWAL OF TRADE AGREEMENTS Act (HL. R. 1612) 


Mr. Chairman and gentlemen of the House Committee on Ways and Means, 
the National Foreign Trade Council, Inc., desires to place itself on record as 
supporting the proposed measure for renewal of the Trade Agreements Act. 

The National Foreign Trade Council, comprising in its membership, mann- 
facturers, merchants, exporters and importers, rail, sea, and air transportation 
interests, bankers, insurance underwriters, and others concerned in the promotion 
and expansion of the Nation’s foreign commerce, has given long and consistent 
support to the principles underlying trade agreement legislation in this country. 
At its inception, in 1914, the council called upon the President and the Secretary 
of State to undertake the negotiation of trade agreements which would assure 
to American producers advantages in foreign markets in return for the large 
volume of trade which other countries enjoyed in the American market. The 
council was foremost among organizations urging congressional enactment of 
the Trade Agreements Act in 1934, and it has energetaically supported each 
successive renewal of the act since that date. 

The council has vigorously championed the objectives of freer and non- 
discriminatory world trade. It strongly believes that, under the procedure 
and within the limits set by Congress, reciprocal trade negotiations provide 
a desirable means for securing the reduction of excessive tar ff rates, the re 
moval or minimization of burdensome quantitative restrictions and other trade 
barriers, and the elimination of discriminations in international trade. 

In the recent past the need for vigorous action by our Government, through 
the trade agreement procedure and by other means at its disposal, to bring 
about the reduction of excessive foreign tariff rates and the elimination of 
onerous trade restrictions and discriminations with which American industry 
and agriculture were confronted in marketing their products abroad, was 
becoming increasingly important as foreign industrial and business firms were 
regaining their ability to compete on more even terms with American exporters 
abroad. In large part as a result of American economic aid, industrial*concerns 
in many of the countries of Europe were beginning to provide stiff competition to 
American enterprises not only in their own markets but in other markets through 
out the world. In order to hold their own in these markets, American industrial 
and agricultural producers needed all the assistance their Government could 
provide in reducing or removing tariff and other obstacles which these producers 
faced abroad. As above indicated, trade agreement negotiations afford an im 
portant means for achieving these objectives. 

Ilowever, if American producers are to sell abroad, it is of equal importance 
that excessive American tariff rates and other needlessly restrictive trade barriers 
in this country be likewise reduced or eliminated. For foreign countries cannot 
continue to provide foreign outlets for the excess production of American farms 
and factories unless they can obtain the dollars with which to purchase these prod- 
ucts through the export of their own goods and services to this country. As 
a means of bringing about a judicious reduction in American tariff rates and 
other barriers with least damage to competing American agricultural and in 
dustrial producers, and at the same time obtaining a quid pro quo, the trade 
negotiations procedure provides a useful device. 

Even under present emergency conditions, the trade agreements program ecun 
perform a very important function. International trade and investment are 
essential to the defense of the United States and other free nations. Trade agree 
ment negotiations cannot only contribute to the economic development of the 
nations of the free world and to closer economic ties among these nations but 
such negotiations can provide a means of helping these nations to maintain a 
high level of trade with each other. 
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It is especially necessary for foreign nations participating in the defense 
effort of the free world to maintain the highest feasible volume of exports to 
the United States as a means of enabling them, to the greatest extent possible, 
to pay for the productive equipment, raw materials, and other products required 
by them from this country in carrying out their defense programs. It is in the 
interest of the United States to encourage such trade with this country. For by 
so doing the United States would help to reduce the amount of grants which this 
country might otherwise be obliged to make to these nations in order to enable 
them to accomplish their part of the common defense effort of the free peoples. 
The trade agreements negotiated between the United States and many of these 
nations should be effective in helping these nations to increase their exports to 
this country and, thus, in enabling them to pay for a large proportion of the 
defense materials and other products which they require from the United States, 
These agreements should, likewise, help to expand foreign markets for American 
products and thus to enable this country to obtain foreign exchange with which 
to pay for the greatly increased United States purchases of mineral and other 
raw-material products abroad which the defense programs of this country and 
other free nations will entail. 

We feel that it is desirable to retain the bargaining authority contained in the 
Trade Agreements Act for use in adjusting particular rates now in effect or to 
accomplish reciprocal reductions in rates not now covered by trade agreements. 

For the reasons set forth above, the National Foreign Trade Council strongly 
urges the enactment of the proposed measure for extension of the Trade Agree- 
ments Act. 

We request that this statement be made a part of the official record of the 
hearings of your committee. 

Respectfully submitted, 
Rosert F. Lorer, 
Chairman, National Foreign Trade Council, Inc. 





Tne Boarp or Soctar MIssions OF THE UNITED 
LUTHERAN CHURCH IN AMERICA, INC., 
New York 16, N. Y., January 16, 1951. 
Hon. Rosert L. Doucnron, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 

Dear Mr. Doventon: I understand that hearings will be held before your 
committee on the extension or renewal of the Reciprocal Trade Agreements Act 
some time next week. There are two actions taken by the United Lutheran 
Church in America in recent conventions which bear upon this act and I hereby 
submit them for inclusion in the record, 

(1) Convention, Cleveland, Ohio, October 1946: “That as Christian citizens our 
people encourage and support particularly those activities of the United Nations 
which are positive and creative, such as the development of international eco- 
nomic cooperation in order that economic tensions among nations may be relieved.” 

(2) Convention, Philadelphia, Pa., October 1948: “That the United Lutheran 
Church in America urge its people to support the principle of tariff revision 
embodied in the Reciprocal Trade Agreements Act as a means of helping the 
recovery of war-torn countries and of furthering international trade upon which 
in part peace depends.” . 

I would appreciate having these recommendations called to the attention of 
your committee. 

Respectfully yours, 
C. FRANKLIN Kocn, 
Ezecutive Secretary. 


Cuicaco, Itx., January 24, 1951. 
Hon. Ronert L. Doventon, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 
Greatly regret inability to attend hearings on trade agreement extension bill 
in person in view of unsettled situations. Urge that extension be for not over 
2 years. Most important that escape clause be rewritten and its administration 
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defined so that it will meet the needs of those who suffer injury from imports. 

We face difficult situation but present escape clause offers little hope of remedy 

for future agreements. Peril point amendment is desirable. National Labor- 

Management Council is in position to advise on details of all these points. Sug- 

gest you consult with them. Kindly make this telegram part of the record. * 

Rupo_enw HEeEIN1, 
International Representative, United Wallpaper Craftsmen and Workers 
of North America. 


Bitoxt, Miss., January 24, 1951, 
Hon. Roserr L. Doveuton, 
Chairman, House Waus and Means Committee, 
House Office Building, Washington, D. C.: 

The National Cotton Council in convention at Biloxi today authorized me to 
ask you to convey to the committee our endorsement and recommendation of the 
extension of the Reciprocal Trade Agreements Act without change. 

Haroip A. Youna, President. 


WASHINGTON, DD. C., January 24, 1951. 
Ronert L. Doventon, 
Chatrman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 

The United States Junior Chamber of Commerce by its resolutions at its na- 
tional conventions and national board meetings has consistently supported the 
Reciprocal Trade Agreements Act and desires to go on record urging the extension 
of the Reciprocal Trade Agreements Act which expires on June 12, 1951, 

Ricnharp W. Kemer, 
National President, United States Junior Chamber of Commerce. 


Miami Beacn, Fua., January 23, 1951. 
Ilon. Rorert L. Doveuton, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 

Bocause our international executive board is in session throughout week it is 
impossible for one of us to make appearance before your committee to testify 
on trade-agreement-extension bill. Strongly urge that bill be amended to 
improve working of escape clause now almost a dead letter. Labor gets brunt of 
foreign completition in loss of employment and low-wage rivalry. We cannot 
contemplate imports upsetting our standards without taking steps to protect 
ourselves. Fair trade does not require underselling our markets. Commend to 
your attention resolution unanimously passed by the American Federation of 
Labor last September in Houston. Kindly place this telegram in record of hear- 
ing on bill mentioned above, 

WILLIAM SCHOENBERG, 
General President, 
Tony GALLO, 
General Seerctary-Treasurer, 
United Cement, Lime, and Gupsum Workers International Union. 


Hapana, January 28, 1951. 
l'on. Rorert L. DouGutTon, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 
The American Chamber of Commerce of Cuba, representing the majority of the 
American business interests in Cuba, urges the extension of the Reciprocal Trade 
Agreements Act for a period of not less than 3 years. The chamber’s recom- 
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mendation is continuation of its support of the program since its inception in 
1934 and at the time of each of its six extensions. Continuance of the act as a 
cornerstone of American foreign policy is resulting in enlargement of trade with 
agreement countries while amply protecting domestic producer interests. The 
free world looks to the United States for the continuation of the reciprocal-trade- 
agreements program as the means to a high-level international trade and general 
reduction of tariff barriers. Prompt passage of H. R. 1612 extending the act for 
not less than 3 years is considered imperative. 
Respectfully yours, 
THE AMERICAN CHAMBER OF COMMERCE OF CUBA, 
LAURENCE A, Crosny, President. 





Paris, January 23, 1951. 
Representative DougHrTon, 
Washington, D.C.: 
American Chamber Commerce, France, strongly recommends proposed Ex 


tension Trade Agreements Act. 
Sonrvore, President. 


UNIVERSITY OF PENNSYLVANIA 
Philadelphia, January 20, 1951. 
Hon. Rorert L. Doventon, 
Chairman, House Ways and Means Committee, 
Washington 25, D.C. 

Dear Sir: May I urge upon your committee the importance of giving favorable 
consideration to the extension of the Trade Agreements Act beyond the ex- 
piration date of June 12, 1951. The strengthening of the economic ties among 
the commercial nations of the world depends very largely upon widening the 
avenues of mutually beneficial international trade, by removing more and more 
the many man made harriers to such trade. The Trade Agreements Act is de- 
signed to aid in achieving this objective. Failure to extend it beyond the 
expiration date, | feel, would be taking a step backward. 

Reciprocal downward revision of tariff barriers by mutual concession, as 
provided in the act, has served and should continue to serve as an effective means 
of promoting the expansion of peaceful international economic relations. 1 
trust that these considerations will be carefully weighed in the deliberations of 
your comnittee. 

May I ask that this letter be made a part of the record of the committee 
hearings * 

Very truly yours, 
KARL SCHOLz, 
Professor of Bceonomics. 





. 


NATIONAL COUNCIL OF CATHOLIC WOMEN, 
Washington 5, D.C... January 24, 1957. 
Hon. Rorert L. DovucHron, 
Chairman, Committce on Wauns and Means, 
House of Representatives, Washington, D.C. 

Dear Mr. Doventron: The National Council of Catholic Women, a national 
organ zation fedecating over €.500 le al, d ocesan. State. and national organi- 
zations of Catholic women, interested in international and regional economie 
cooperation wish to present the attached resolution, adopted at its 1948 na- 
tional convention, in support of extension of the Reciprocal Trade Agreements 
Act. 

We would appreciate your including this statement in the record of the heur- 
ings on the extension of the act. 

Sincerely yours, 


MARGARET MPEALFY, 
BRrcecutive Sccretari 
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INTERNATIONAL EcoNOMIC LIFE 


RESOLUTIONS ADOPTED BY THE NATIONAL COUNCIL OF CATHOLIC WOMEN, SEPTEMBER 
11-15, 1948 


We believe that the economic basis for world peace depends on genuine inter- 
national cooperation in economic life, promoted by regional and world-wide 
pacts and institutions wisely conceived for the common good. 

In the words of Pope Pius XII, we believe that “the goods which were created 
by God for all men should flow in an equitable manner to all, according to the 
principles of justice and charity.” 

Noteworthy progress has been made in this respect through programs of for- 
eign relief, the economic cooperation plan, the reciprocal trade agreements, the 
proposed inter-American economic agreements, and the charter for the Inter- 
national Trade Organization. 

The success of these international economic endeavors is dependent on the 
unwavering acceptance by the people of the United States of their responsibility 
to lead in the fulfillment of the principles of justice and charity in this field. 

We urge an active interest in all these endeavors, a sympathetic understanding 
of the efforts, and a wholehearted cooperation, in the spirit of justice and charity. 


THe Boarp or CHRISTIAN EpUCATION 
OF THE PRESBYTERIAN CHURCH IN THI 
UNITED STATES OF AMERICA, 
Philadelphia 7, Pa., January 22, i951, 
Hon. Rorerr L. Doucuron, 
Chairman, Was and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Sin: We wish to call to your attention the position taken by the general 
assembly of the Presbyterian Church, U.S. A., on the subject of trade agreements, 

The one hundred and sixtieth general assembiy, meeting in Seattle, Wash., 
June 1948, declared: 

“We recognize that a peaceful and durable world order can be established only 
upon a sound econotuic foundation, one that offers the peoples of the world the 
opportunity to meet at least the minimum necessities of life. Assistance to for- 
eign countries throngh the European recovery program and other financial meas- 
ores is of basic importance, but this will ultimately be in vain unless accompanied 
by an opportunity for other nations to sell goods to America equal in value ta 
those they buy from us and to the money lent them by the United States. Con- 
sequently, we look with alarm upen the attempts of certain pressure groups to 
modify the reciprocal trade agreements so as to nullify future steps toward free- 
ing international trade. The determination of powerful and interested economic 
groups within the United States to gain special tariff consideration is one of 
the greatest domestic threats.to the stabilization of world economy, The denial 
of trade with any country will imperil mutual understanding and good human 
relations, and will not promote peace, world order, and Christian fellowship.” 

rhe one hundred and sixty-second general assembly, meeting in Cincinnati, 
Ohio. M \ 1950, declared: 

‘Let us explore how channels of trade and communication can be opened and 
the movements of currency freed throughout the world.” 

Very truly yours, 
Paunt Newton Poiiina, 
Secretary, Division of Social Education and Action, 











Tue CarHnoiic ASSOCIATION FOR INTERNATIONAL PEACE, 
Washington 5, D.C... January 24, 1951. 
Hon. Rorerr Dovenron, 
Cha an, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

Dear CoNnGRessMAN: In view of the current hearings on the Reciprocal Trade 
Agreements Act we should like to call the attention of the Ways and Means Com 
mittee to the fact that our subeommittee on economic life has strongly supported 
these agreements and has continually urged their renewal. 
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In statements issued in 1945 and again in 1948 the subcommittee on economic 
life urged renewal of the Reciprocal Trade Agreements Act as a means of making 
effective in some degree the principle that “since the various nations largely 
depend on one another in economic matters and need one another's help, they 
should strive with a united purpose and effort to promote by wisely conceived 
pacts and institutions a prospersous and happy international cooperation in 
economic life.” 

Sincerely yours, 
Rev. R. A. McGowan 


hare ecutive Secreta "“. 


Tue Hart Institute, Ine 
New York, January 24, 1951 
The CHarRMAN, House Ways AnD MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 

Dear Str: We are informed that the Ways and Means Committee is about to 
take testimony on the question of the renewal of the Reciprocal Trade Agreement 
Act which expires in June 1951, and wish to be recorded as favoring such renewal 
under certain circumstances, 

The experience of The Hat Institute, Inc. (a trade association representing a 
very large proportion of the manufacturers of men’s headwear and women's fur- 
felt hat bodies in the United States), with the reciprocal trade agreement program 
has shown that it has certain advantages but without a properly functioning 
“escape clause” we believe that the act will be extremely hazardous to domestic 
industries. 

May we also respectfully suggest that there should be included in the law 
adequate peril-point provisions under which the Tariff Commission would name 
for each commodity the low rate of duty below which, in their opinion, protection 
to domestic industries would become inadequate and unduly harmful to labor 
in the United States. 

Yours very truly, 
THe Hat Instirure, Ine 
WARREN S. Sniru, 
Seerctaru-Treasurer. 


Topacco ASSOCIATES, IN¢ 
Washington 5, D. C., January 25, 1951. 
Hon. Rornert Doventon, 
Chairman, House Waus and Means Committee, 
‘nited States House of Representatives, 
Washington, D.C. 

Dear Mr. DovGuron : Tobacco Associates, Ine., which represents the flue-cured 
tobacco industry, favors the enactment of the proposed legislation now being 
considered by your committee to extend the Reciprocal Trade Agreements Act. 
We believe that a creat deal has been accomplished under this act. to the advan- 
tage of both the United States and foreign countries. We hope that no crippling 
amendments will be adopted. 

The export of goods and services at a high rate is essential to the health of the 
economy of the United States. Much of our machinery and equipment and many 
of our commodities are essential for the development and stabilization of the 
economy of many foreign countries. 

For some years, the Government of the United States has provided financial 
assistance to foreign countries through several foreign aid programs, such as 
the ECA, lend-lease, and UNRRA. The United States Congress has appro- 
priated large sums of money for carrying out these programs. These foreign 
aid funds have served to make up the deficit in the balance of trade caused by 
the excess of United States exports. 

In the 1930's, a substantial part of our exports were paid for by the importa- 
tion of gold. Since the United States Government is in possession of most 
of the world’s supply of gold, and since we cannot indefinitely continue to appro- 
priate Jarge sums for foreign aid, we must explore all possibilities in an effort 
to find ways and means of balancing our imports with our exports. 
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Obviously, many problems arise in connection with the administration of the 
Reciprocal Trade Agreements Act, but we believe that these problems are being 
solved in a fair and reasonably satisfactory way. The continuation of the pro- 
gram now in progress under the provisions of this act seems to be the most logical 
and effective way of increasing the opportunities of foreign countries to pay 
for their much-needed imports from the United States and at the same time 
eliminate the need for large foreign aid appropriations. 

Sincerely yours, 
J. B. Hursoy. 


PirTseurGcHu PLatTe Grass Co., 
High Point, N.C., January 25, 1951 
Reference H. R. 1612 
Hlon. Rorert L. Dovugnron, 
House of Representatives, 
Washington, D.C. 

Dear Str: The refusal of the State Department to defer or terminate dis 
cussions now under way at Torquay, England, for further tariff reductions in the 
face of existing domestic and world situation, gives striking evidence of its 
intention to cary forward tariff cutting program without regard to anything else 

The State Department conducted hearings on proposed new tariff changes at 
Torquay in May and June 1950. Since that time, the Korean War broke out 
and domestic and world events have changed so rapidly it was found necessary 
to declare a national emergency. We are faced with a possible third war and 
are attempting to cooperate to the fullest extent with all branches of the Govern 
ment. We have incurred greater increased costs of production: we are operat 
ing under restrictions placed on new building construction with more restric 
tions certain to follow. Automobile production, one of our most important eut- 
lets, is being sharply curtailed and if matters worsen, will be completely stopped. 

Imports of window glass from Belgium and from Czechoslovakia are increasing 
rapidly under present duty rates, and such foreign made glass is being sold 
throughout markets of the United States at from 10 to 30 percent below our 
lowest price. 

All of these facts with detailed supporting data have been submitted to the 
State Department and other departments concerned with tariff matters, notwith 
standing which, we are informed the tariff negotiations at Torquay are being 
carried to a conclusion with Belgium and Czechoslovakia. 

The tariff adjustment power delegated by Congress has been and is being bad] 
misused. It should be restored to the Congress or to some newly created agency 
which will pay proper attention to the needs of American industry, agriculture 
labor, and particularly to the national well-being. 

Very respectfully yours, 
L. H. Hancock 


Winter Park, Fua., January 23, 1951. 
Hon. Rosertr L. Doventon, 
Chairman, House Committee on Ways and Means, 
Washington, D. C. 

Deak Mr. CuoarrMan: Although Peoples Lobby, Inc., with which T was associat 
ed, has been terminated, and I have retired, for a time at least, for health rea 
sons, Lam of course, as concerned as ever, over our domestic and foreign policies, 
which dovetail so closely. 

I sincerely hope therefore, that your committee will report promptly and 
favorably, the reciprocal trade agreements extension measure just submitted 
to you, without any serious changes. 

I traveled over much of Europe seven times from 1929 to 1989, and have tried 
to understand some of the problems of the rest of the world, and feel that to 
foster lasting peace, we must pay vastly more attention to helping the peoples ot 
the world to achieve themselves a higher standard of living, instead of relying so 
much on either arming or alming them: and the reciprocal trade agreements 
seem to me an important measure in such a program. 

They may involve adoption of more efficient methods of production and distri 
bution here, which would also benefit American consumers. 
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Dr. E. G. Nourse recently remarked to the effect that our economy couldn't 
stand fighting half the world (and implied even a cold war) and maintaining the 
other half, and the world adjustment of production and exchange, implicit ip 
these agreements, facilitates reducing the demand for both fighting and main- 
taining. 

I would appreciate your making this letter part of your hearings, if agree- 
able to your committee. 

Yours sincerely, 
SENJAMIN C. MARSH. 


NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLOKED PEOPLE, 
Washington, D.C... January 25, 1951. 
Hion. Rorert L. DouGHuTron, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 

My Dear CONGRESSMAN DovuGuTon: On behalf of the National Association for 
the Advancement of Colored People, I am submitting the following statement in 
connection with HL. R. 1612 now under consideration by your committee. We 
respectfully request that it be included in the hearing record. 

The United States and the world today face an extremely crucial period. In 
such times it is necessary to maintain and strengthen all possible areas contrib 
uting to security either military or economic. With the help of the Furepean 
recovery program and other measures the countries of western Europe have made 
great strides in the restoration of productivity and in the improvement of their 
standards of living. These factors have also been increased in other areas of the 
world. In our own country we have reached a very high peak of productivity 
and employment. We must build up our defenses in conjunction with our allies 
to preserve the gains we have won since the close of the last war. 

One of the most important factors in maintaining a nation’s wealth is its 
foreign trade. Through foreign trade a nation can obtain the goods it imports 
more cheaply and in greater volume by producing the exports it exchanges for 
them, than by attempting to produce these goods itself. Jobs in export indus- 
tries, as statistics show, are high wage jobs. Any increase in our exports means 
an increase in the number of these jobs; any decrease in exports results in a 
decrease in jobs and wages and in purchasing power. 

Because of exchange difficulties people in other countries who cannot buy 
our exports without American dollars must sell goods and services to the 
United States to earn these dollars. Every dollar spent in imports returns to 
the United States in payment for exports produced by American workers. 

In the present serious world situation our foreign trade is more vital than ever, 
particularly in its security aspects. Imports are needed to increase our material 
resourees and production to meet critical national defense requirements. Other 
free nations desperately need many goods for their cooperation with us against 
possible Communist aggression and in maintaining the economic stability in 
their countriesthat is necessary if their strength is to be secure. 

The Trade Agreements Act is a very vital measure in this whole picture. 
Through this act our country has participated in the practical work of world- 
wide tariff reduction. Trade agreements are in effect with 45 countries through 
which we carry on 75 percent of our total foreign trade, The agreements, either 
bilateral or multilateral, have been negotiated with care and equity and have 
resulted in many benefits to oyr economy and that of other countries. 

The reciprocal trade agreements have become a symbol of the determination 
of the United States to lead other free countries in cooperative efforts to expand 
world trade and, through this, world prosperity. Failure to renew the act at this 
time would mean that we are withdrawing from this important cooperative effort. 
No expansion or change in the act is being requested. This is not a time to with- 
draw from our effective economic cooperation with our allies, either from the 
standpoint of good will or, more important, because of the security we all need. 
To maintain our economic well-being and to build toward greater security our 
organization wishes to go on record as strongly supporting the renewal of the 
Reciprocal Trade Agreements Act. 

Sincerely yours, 
CLARENCE MITCHELL, 
Director, Washinoton Bureau. 
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